








November''8, 1945 


TEN YEARS OF THE PUBLIC UTILITY 
ACT OF 1935 
By Ernest R. Abrams 


« » 
Bug-under-the-Chip 
By George A: Davis 

« » 


Audio Visual Aids to Learning 
By ‘W. Irving Dixon 








LI NE II 


PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 








ly 
ou" Pip 


GRINNELL PRE-ENGINEE 
SPRING HANGE 


Where thermal movement makes flexib 
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available in 14 sizes which include a load 


from 84 Ibs. to 4700 Ibs. 


123% MAXIMUM CHANGE IN SUPP¢ 
FORCE OF SPRING IN *2” VERTICAL 

- - IN ALL SIZES 

GUIDES PREVENT CONTACT CF COILS 
CASING WALL OR HANGER ROD AND 
CONTINUOUS ALIGNMENT AND CONCE 
LOADING OF SPRING 


COMPACT -- REQUIRES MINIMUM I 


ALL-STEEL WELDED CONSTRUCTION - 

PRESSURE PIPING CODE 

EASY SELECTION OF SIZES FROM § 

CAPACITY TABLE 

INSTALLATION IS SIMPLIFIED BY I 

LOAD SCALE AND TRAVEL INDICATOR 

UNIQUE SWIVEL COUPLING PRO 

ADJUSTMENT AND ELIMINATES TURNB 
Write for descriptive folder on Fi 
268 htc nti Spring i 





Executive Offices: Providence 
Branch Warehouses — 


Los Angeles 
Minneapolis 15 
New York 17, N. 
Oaki 


. Oakland 
Philadelphia 34, P 





This page is reserved under the MSA PLAN (Manufacturers Service Ag 





Public Utilities Fortnightly 











No. C-60 Burner 





[_“— 


an Gh <n 


No. U-24 Burner 


yw Important are JETS in Gas Burners? 


outstanding point which distinguishes Barber Burners is their patented jet designs. For 
in units (including most conversion and water heater burners) the famous standard Bar- 
jet, with unique auxiliary air feed, operating on atmospheric pressure, produces the hot- 
best directed fleme, and the highest combustion available. On burners for other appli- 
» and these designed to burn Butane and Propane, or any of the special or bottied 
« we furnish slotted cap, or other special jets—always supplying the correct jet for the 
and specific application involved. We also make adjustable valve jets for laboratory 
industrial purposes. 


engineering care which Barber devotes to the design of jets shows the expert knowledge 
which we approach your individual burner problem. We make scores of types of units, 
ds of variations in size and shape, for cvery purpose. A quarter of a century of serv- 
» hundreds of gas appliance builders proves the merit of Barber engineering. Let our 
lists work with you to perfect the burner, which is the heart of any gas appliance you 
) Sponsor, or sell. B 


d for latest Catalog on Appliance and Conversion Burners, and Pressure Regulators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


ARBER BURNERS 
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Portable Tristand Vise 


% 
& 


a» 


& Ahandy,roomy * 


workbench easily 
sef up anywhere 
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Rika 


@ It isn’t so much how 
handily the Tristand folds 
up, carries easily and sets 
up solidly exactly where you 
need it—it’s the workbench 
convenience you like most. 
Look now—lots of room for 
dope pot and oil cans, slots 
to hang tools, a pipe rest and 
3 very useful benders. And 
whether yoke or chain vise, 
you get tool-steel LonGrip 
jaws, easy on polished pipe. 
For easier work, conven- 
ience you'll enjoy—buy it at 
your Supply House. 


THE RIDGE TOOL COMPANY 
Elyria, Ohio, U. S. A. 





WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S. A. 
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D URING the recent Senate debate over an ap- 
pointment to the U. S. Maritime Com- 
mission, an interesting and, to some extent, 
novel idea was expressed on the general subject 
of the qualification of a regulatory official. The 
appointee, whose nomination was later con- 
firmed by a fairly comfortable majority, hap- 
pened to be a former official of the Political 
Action Committee and an employee of its 
sponsor union organization, the Congress of 
Industrial Organizations. 


SoME question was raised whether the ap- 
pointee, in view of his previous connection and 
association with a labor organization having a 
direct interest in the working conditions of sea- 
men, might be ideologically or ethically dis- 
qualified from exercising independent judg- 
ment as a member of a board called upon to 
deal with these same unions on a collective 
bargaining basis. 


EvIpENTLY this question was resolved by the 
Senate in favor of the appointee, in confirming 
the nomination. But why is it that many state 
and Federal statutes, setting up regulatory 
boards, prescribe that members shall have no 
interest by way of holding securities in any 
company such as a public utility corporation 
which might be subject to the regulatory juris- 
diction of the commission? Why" do some 
statutes even go so far as to disqualify the 
appointment of a member to such a commission 
who, during an immediately previous period, 
had been an employee or official of such a com- 
pany, subject to its regulatory jurisdiction? 
Obviously, lawmakers in these cases were seek- 
ing to divorce, as far as is practical to do so 
by legislative fiat, the influence of prior busi- 
ness association from the deliberations of a 
regulatory tribunal which is supposed to be 
quasi judicial in character. 


Peruaps the fact that interest in possible 
labor disputes is only an incidental function of 
the Maritime Commission (which is more im- 
mediately concerned in construction and opera- 
tion of merchant marine vessels) was the 
reason why the Senators did not regard this 
question as decisive in dealing with this speatics 
ular case. Perhaps the fact that the Federal 


government in recent-years has obviously fol- 
lowed a contrary policy of appointing avowed 
representatives of both labor and industry to 
labor mediation boards, notably the National 
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Georce A. Davis 


Turning the other cheek has too long been the 
utility industry's policy. 


(See Pace 623) 


War Labor Board, dissipated the force of the 
argument about disqualification. But the argu- 
ment has possibilities. 


* 


commission—we find that the policy of 
appointing avowedly interested parties to mem- 
bership on the commission has never been fol- 
lowed. Perhaps it would be an interesting ex- 
periment to appoint one member to a public 
service commission to represent the utilities, 
one to represent the ratepayers, and one to rep- 
resent the public at large. This would roughly 
follow the pattern established by the War 
Labor Beerd. But it would depart from the 
theory of the late President Roosevelt and 
others that such regulatory commissions are 
supposed primarily to represent the ratepayers 
(presumably, letting the utility companies 
care of themselves). 


CT back to the average public service 


Anyway, our practice has been the other 
way round. And it still leaves us with a ques 
tion unanswered. Why should parties who 
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Power for Pensacola— 


Riley Steam Generating Unit installed in Gulf Power Company’s new 
22,500 KW high pressure plant. Commonwealth & Southern Corp. 
also installed a duplicate unit at Mississippi Power Co., Hattiesburg, ° 
Miss., and have placed orders for another duplicate unit at Mississippi 
Power Co, and South Carolina Power Co. 
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Riley Steam Generating Unit 
Gulf Power Co., Pensacola, Fia. 





COMPLETE STEAM GENERATING UNITS 


230,000 Ibs./hr.—975 Ibs. Design Pressure—900° F. Steam Temp. 
Boilers - Pulverizers - Burners - Stokers - Superheaters 


Air Heaters - Economizers - Water-cooled Furnaces . 


~ CORPORATION, WORCESTER, MASS. _Steei-Ciad insulated Settings - Flue Gas Scrubbers 
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8 PAGES WITH THE EDITORS (Continued) 


have distinguished themselves for hostility to- 
wards public utility companies—as a system 
of regulated private interest—not be disquali- 
fied from membership on a regulatory commis- 
sion, just as much as parties who have dis- 
tinguished themselves for their work on behalf 
of public utility companies? 


THERE have been a number of instances, for 
example, of persons who have long professed 
a belief in public ownership and a disbelief in 
the effectiveness of regulation as a long-range 
institution. They have been appointed to regu- 
late these very public utility companies. Some 
of these appointees have made no secret of 
their rejection of the idea that private owner- 
ship in the public utility industry should be 
permitted to continue very long. Some of these 
subsequent commissioners have made a pre- 
vious living, as well as an avocation, out of 
such hostility to private enterprise. 


CoNcEDING without hesitation the sincerity 
of these convictions, and the special ability of 
many who hold them, isn’t their appointment 
to become regulatory commissioners something 
like the opposite extreme of naming a railroad 
president to be a member of the railroad com- 
mission, or the counsel for a gas and electric 
company to be a member of a state public 
utility commission? In other words, should not 
the naming of a member to a regulatory com- 
mission imply a sincere belief on the part of 
the appointee that regulation will work and 
that he will do his best to see that it continues 
to work successfully ? 


WE do not licehse doctors who do not believe 
in medicine, nor lawyers who do not believe in 
the effectiveness of legal process. Why, then, 
appoint commissioners who do not believe in 


© Foster Studios 
W. Irvinc Drxon 


Electric service should hasten movie education 
for Virginia schoolchildren. 


(See Pace 631) 
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regulation, or who at most believe that it is 
Simply a temporary expedient to hasten the 
liquidation of private enterprise in the utility 
field? Regulation under such conditions tends 
towards systematic persecution, just as regula- 
tion of railroads by a commission composed of 
ex-railroad presidents might well tend to be- 
come a form of systematized exploitation. 


* 


N this issue we introduce a new contributor 
in the person of W. Irvine Drxon, director 
of school buildings for the.commonwealth of 
Virginia. Mr. Dixon, who prepared the article 
on audio visual aids to tearning (beginning 
page 631), is a graduate of the University of 
Virginia (BS ’23) and a former member of the 
faculty of the College of William and Mary. 
Since 1925 he has been with the Virginia State 
Department of Education. He is a member of 
the American Institute of Architects and an 
occasional contributor to national magazines on 
public schools and school transportation. 


> 


NOTHER new contributor introduced in this 

issue (beginning page 623) is Grorce Apr 
Davis, whose middle name, incidentally, stems 
from his maternal uncle, the late George Ade, 
celebrated novelist and playwright. Davis is, 
of course, a Hoosier, and a graduate of Purdue 
University (BS ’06), whose background is es- 
pecially versatile. He was the author of a re- 
port on forestry matters for the state of 
Indiana, a reporter and writer for Indianapolis 
and Chicago newspapers, and the composer of 
music for a number of operettas and musical 
comedies in collaboration with his uncle, some 
of which were played by nationally known 
stars. World War I found him in action as a 
machine gun officer with the First Illinois Cav- 
alry, serving in England, France, and Belgium, 
and with the army of occupation until 1919. 
At present, Mr. Davis is the president of the 
Oklahoma Gas & Electric Company, with 
which he has been associated for the past 
twenty-five years, beginning as advertising 
manager. Mr. Davis was active in organizing 
the 45th division of the Oklahoma National 
Guard for World War II, rising to the rank 
of Brigadier General and still serving as 
Adjutant General of Oklahoma. 


> 


apes R. ApraMs, whose article on the 10- 
year record of the Holding Company Act 
begins on page 613, is a well-known New York 
city financial and business writer whose articles 
frequently appear in this publication. 


Tue next number of this magazine will be 
out November 22nd. 
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ARDEX Centralized 
ustomer Records win 
friends and build business for 
LORIDA POWER CORP. 


ERVING thousands of seasonal 

customers whom it is anxious to 
ave return year after year, Florida 
Power attaches the greatest value to 
he benefits of its Kardex Centralized 
Record Control. 


These records consolidate a vast 
amount of information for fast, easy 
reference and posting. Employees an- 
swer inquiries without delay and are 
able to make all service arrangements 
without leaving the customer. Dupli- 
cated effort is eliminated, accuracy in- 
creased and processing of orders is 
greatly speeded up—a tremendous ad- 
vantage here where cut-ins and cut-outs 
follow seasonal population changes. 


Complete control is provided. Kar- 
dex Visible Customer History Records 





serve as the contract, deposit record, 
inactive account ledger, bad debt ledger 
and credit record. The Customer Serv- 
ice Record provides a detailed history 
of each service location, with control 
of inactive meters, non-payment and 
shut-offs. The time consuming writing 
of orders is eliminated by the perma- 
nent service order cards in this record. 


Our Systems Public 


Kardex Visib/e Customer History and Service Records facilitate 
rapid handling of inquiries and orders received at the Service 
Department in St. Petersburg. 





Ledger Records and meter books are housed in Remington Rand 
Unit Bookkeeping Safe-Desks. Here also are Appliance ‘Time- 
payment Accounts in Kardex Visib/e Equipment. 





Utility representative 
will gladly provide de- 


SYSTEMS DIVISION 


tails. Please inquire 
through our nearest 


Branch Office, or write 
us in New York. 


315 Fourth Avenue, New York 10, N. Y. 


COPYRIGHT 1945, REMINGTON RAND INC. 
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YULCAR PNEUMATICALLY OPERATED AUTOMATIC SEQUENTIAL 
SOOT BLOWER AND DESLAGGING SYSTEM 


The system designed to use either STEAM or AIR as the blowing medium 


AIR MOTOR DRIVEN ROTARY SOOT. BLOWER UNIT 
WITH MULTI-JET HYVULOY, VULCROM, ALVULOY 
OR PLAIN STEEL ELEMENT AND BEARINGS 


<= VULCROMATIC MODEL LG-3 TYPE E-1 


Use Hy VULoy up to 1900° F, 
VULcrom or AlVULoy up to 1600° F 
and Plain Steel up to 900° F. 


AIR MOTOR DRIVEN WATER WALL 
DESLAGGERS AND GUN TYPE MASS 
BLOWER UNITS. 


MODEL RW AND MODEL RG=> | 


12” Nozzle travel eliminates 
the necessity for air cooling 
in high temperature locations. 


Air motor driven long RETRACTABLE MODEL T-2 


For locations in boilers where the gas temperatures exceed 1900° F. 


Use either STEAM or COMPRESSED AIR as the Blowing. medium. 

Continuous or intermittent puff blowing—whichever preferred. 

All units driven with air motors—pneumatically controlled. 

Automatic nozzle position inditators for all retractable units. 

Complete automatic remote control from a conveniently located panel. 
Pneumatically operated shut-off valve controlling the blowing medium to the 
system. 

Automatic drainage of the soot blower piping system. 

Automatic recording flow meter to record the steam or air consumption for each 
soot blower unit. 

Reduces Labor and Fuel costs. 

Reduces Maintenance and Operating costs. 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





— MOoNTAIGNE 





“The encouragement of saving is the. basic function of 
banking.” 


> 


“We are at the beginning of a period of psychological 
reconversion no less important than the readjustment of 
our economic life.” 


Aa 


“If we are to continue to have democracy in the United 
States we must not take it for granted. . . . Sporadic 
patriotism is not enough.” 


> 


‘The very first need in the present situation is to end the 
‘no man’s land’ of neglect of the human problems in the 
changeover from war to peace.” 


¥ 


“ . . the only thing which will deny us an extensive 
period of sustained prosperity will be our own failure to 
take advantage of our opportunities.” 


* 


“My position is center. I hold to the belief that if folks 
get around a table and talk things through they usually 
can come to the right and fair answer.” 


> 


“Our present capitalistic society can endure only if those 
in control of capital recognize that the hard, steely facts 
of business must be alloyed with the humanities.” 


a 


“The nation that produced the atomic bomb ought to 
be able to work out a procedure [of settling industrial 
grievances] less drastic than cutting off elevator services 
in buildings that run heavenward up to 102 stories.” 


¥ 


‘One cannot help but feel that the goal of the ‘economi¢ ~ 
doctrine’ sponsors, despite declared purposes to the con- 
trary, is to secure legislation to establish strict govern- 
mental regulation of competition, including production, 
prices, and wages.” 


12 
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job. He ‘wants to be sure that the manu- 
focturer can be depended on to keep 


office routines and procedures that 
| help him make greater savings in 
Money ond effort. ee. 


N MACHINES 
; c IN COUNSEL 
liling Mochines is just one of thousonds found in off 1 wend. 


This Aluminum Compony of Americo ii i 


ffices throughout the IN SERVICE 


pufious 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES + NATIONWIDE MAINTENANCE SERVICE 


© BUSINESS MACHINE SUPPLIES 
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J. A. Kruc 
Former chairman, War Production 
Board. 


Tom C, CLARK 
U. S. Attorney General. 


WALTER F, GEorRGE 
U. S. Senator from Georgia. 


EpiroriAL STATEMENT 
Monthly letter of the National City 
Bank of New York, 


ELutis ARNALL 
Governor of Georgia. 


Ropert E, HANNEGAN 
U. S. Postmaster General. 


GreorceE A, RENARD 
Secretary-treasurer, National 
Association of Purchasing 
Agents. 


VirciL JorDAN 
President, National Industrial 
Conference Board. 
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“It is necessary to get rid of regulations and production 
limitations as quickly as possible. They automatically put 
ceilings on initiative, imagination, and resourcefulness . ,.” 


7 


“It is definitely not the intention of my department to 
write the laws but to enforce them in the way Congress 
intended—in short, not to make persecution out of prose- 
cution,” 


* 


“Prosperity comes only from work, from the employed 
time of the workers. Unless this nation is willing to forget 
unrealities and disregard unrealities and face hard facts, 
prosperity will not come back.” 


¥ 


“In all countries the test of ability to recover from the 
war and regain a state of prosperity is in the capacity to 
produce a flow of goods and supply the wants of the popu- 
lation. There is no other measure of the general welfare 
than the production, distribution, and consumption of 
goods and services.” 


> 


“In the next three or four years there will be the 
eventual test of whether ‘states’ rights’ mean anything at 
all except a phrase to be tossed out by stump speakers, 
Unless ‘states’ rights’ are coupled with the assumption of © 
responsibilities, they will be about as useful as an arquebus 
in this day of atomic bombs.” 


aa 


“We are a nation with a two-party system. What the) 
one represents is not communism. What the other repre = 
sents is not fascism. And to bandy charges of communism © 
and fascism back and forth among sane and reasonable 
Americans is not only to speak in error; I believe it is 
worse than that—I believe it is being un-American.” 


> 


“There are plenty of ‘I told you so’s’ in Washington; ” 
that sect which thinks industry can never be trusted to d09 
the right thing. They think regulations compelled ind 
try to do a good war production job, and that regu 
tions must be continued indefinitely to compel ind 
to do a reconversion and postwar production job.” 


“The withholding tax, borrowed from Europe 
sold here with the Greek gift of ‘forgiveness’ as a pri 
um, is a device perfectly adapted to this purpose. It not 
only converts the income tax into an excise and collects it 
under an anaesthesia in advance of spending but makes it 
completely flexible so that it can be applied specifically 
to the spending of groups and individuals as the political 
exigencies may demand, without any regard to constitu- 
tional considerations of equity or quality.” 





the Switching ‘quipment 


SPECIALIST 


The development of Metal Enclosed, Iso- 
lated Phase Buses is another of the many 
R&IE contributions to the switchgear 
industry. 


This new bus design safeguards expensive 
equipment investments from such failures 
as are often caused by inter-phase shorts. It 
is consistent in cost with any type of bus 
structure. 


As shown below, Enclosed Buses are equally 
effective outdoors as a protection from con- 
tamination ever present around steel mills 
and many industries. 


OLATED PHASE BUS can te appiies to 


almost any power station layout... . 
For details write to 


WAY ann INDUSTRIAL ENGINEERING COMPANY 
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CLAMPS AND QITTING 


DISCONNECTING SWITCHE' 
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HORN GAP SWITCHE 


INTERRUPTER SWITCHE 


CUTOUTS AND 
THERMO-RUPTERS 


WITCH OPERATING 
MECHANISMS 


SUBSTATIONS 


OPEN OR ENCLOSED 
ISOLATED PHASE 
HEAVY OUTY BUSES 


KIRK INTERLOCK 
SYSTEMS 


AUTOMATIC 
QUIPMENT 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money wi 


THE ONE-STEP METHOD 





see oe 


OF BILL ANALYSIS 











LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- | 
motional programs. 7 
The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and pon st pheno, Se large clerical force. Our experienced staff plus out 
specially designed Bill Frequency Analyzer machines can turn out the jobi 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid 
economical method for obtaining a picture of your customer — situation 
Write for a copy of the booklet “The One-Step Method of Bill Analysis: 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Chicago Detroit Meatreal_ 
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munch USERS EVE 
car wooD'S DRAMATIC STORY ABOUT THE DEVELOPMENT OF A SUPER-WINCH 


FOR MILITARY USE WILL BE RELEASED NEXT MONTH . THE IMPROVEMENTS 


ARE SO RADICAL — THE EFFICIENCY so REMARKABLE 
PROVED. WINCHES vi 

FOR CIVILIAN USE PRIOR TO 1946..- 

GAR WOOD'S RELEASE FOR GIVILTAN PURCHASE. 


THANK FOR WAITIN' 
GAR wood INDUSTRIES. 
DETROIT. MICHIGAN 
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EXACTLY 

MEET YOUR 
TRENCHING 
REQUIREMENTS 


for Oil—Ga Gasoline—Sewer and Water Lines—Drainaae 





—Telephone and Telegraph Conduit—Building Foundations 


THE CLEVELAND TRENCHER COMPANY 


CLEVELANDS save More Because TI Do M ag 
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At left is reproduced a six- 
column newspaper advertise- 
ment publish recently by 
Cleveland Electric Illuminating 
Company, Cleveland, to pro- 
mote winter air conditioning. 


DON’T OVERLOOK WINTER AIR 
CONDITIONING AS AN IMPORTANT LOAD BUILDER IN POSTWAR 


The furnace blower required in a residential can be more profitably spent than in helping to 
winter air conditioning installation uses from 200 . increase the number of winter air conditioned 
to 350 KWH per year. homes in your operating territories? 


-wi % i - ofsas : P 
Country-wide over 28% of the warm air heat Some of the utilities are already taking action, 


ing installations made in 1940 and 1941 included as evidenced by the display advertisement repro- 
winter air conditioning. duced above 


In the immediate postwar years, the warm air 
heating industry — and its more than 8,000 deal- 
etrs—hope to sell winter air conditioning on a 
much higher percentage of jobs — perhaps 50% 
or better out of an expected 880,000 furnaces to ments should have now. 
be installed in the United States annually. 

That’s where YOU come in! Can you think of 
any place where some of your advertising doliars 


f | 
KEENEY PUBLISHING! ARTISAN 


Write for a copy of our new 84-page book, “The 
Residential Heating Market.” It gives valuable 
data your advertising and merchandising depart- 


Air Conditioning Meadquarters 


PUBLISHERS OF -HEA 


PING & AIR CONDITIONING 
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Large or small . . . wide or narrow—doors give you The rugged Kinnear 
highest efficiency when they feature the space-saving Motor Operator 
coiling upward action of Kinnear Rolling Doors! 

Kinnear’s famous interlocking-slat curtain opens into a remarkably small space 
overhead—clears the entire dcorway—remains out of reach of damage by wind or 
vehicles, All-metal construction protects agginst fire, intrusion, and the elements. 
And Kinnear Rolling Doors afford maximum additional gains from motor operation 
and remote control—in quick, efficient labor-saving operation! Write for details! 


THE KINNEAR MANUFACTURING COMPANY 
2060-80 Fields Avenue 1742 Yosemite Avenue 
Columbus 16, Ohio San Francisco 24, Calif, 


ROLLING DOORS 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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PRINCIPLES OF PUBLIC UTILITY 
REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As _ Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


$6.50 


Included are discussions of vital questions, such as: 





- - « Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 
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RECORD 





aoeiin & 


Right—EGRY ALLSET 
FORMS are individually 
bound sets, interleaved 
with onetime carbons 
for immediate use for 
either typed or hand- 
written records. 





The Egry Business Systems illustrated 
have proved, in countless instances, that 
they not only speed up the making of 
handwritten and typed records, but ac- 
tually decrease mistakes caused by care- 
lessness, thoughtlessness and temptation. 
Many companies in your own industry 
have found Egry Business Systems indis- 
pensable in the conduct of their business 


Left—EGRY TRU-PAK 
speeds the writing of all 
handwritten records. Elim- 
inates mistakes and .as- 
sures positive control over 
all recorded transactions. 






ates ; tid 





FOR EVERY 
REQUIREMENT | 


OF YOUR BUS 











Above—EGRY SPEED-FEED may be 
attached, without change in con- 
struction or operation, to any 
standard typewriter in one minute, 
and with Egry Continuous Forms, 
practically doubles the output of 
the operator, since all her time 
becomes productive. 


because initial records are written faster, 
more accurately and with less effort. In- 
vestigate today! Literature containing 
complete information will be sent on re- 
quest. For a practical demonstration of 
their usefulness you should see them in 
operation. This may be arranged in your 
own office at your convenience. There is 
no cost or obligation. Dept. F-118. 


with EGRY BUSINESS SYSTEMS 
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are not over! 


ve VICTORY 
LOAN! 


There’s plenty of action ahead 
for fast-thinking industrial lead- 
ers in the new Victory Loan! 
Your Victory drive is important 
because: 


EVERY VICTORY BOND 
HELPS to Bring our boys 
home—and give the best 
medical care to our wounded 
heroes! 

THE NEW F. D. ROOSEVELT 
MEMORIAL $200 BOND 


Urge employees to buy the new 
Franklin Delano Roosevelt Me- 
morial Bond through your Pay- 
roll Savings Plan! Better than 
ready cash, Victory Bonds are 
industry's “Thanks” to our 


returning heroes! 


START YOUR VICTORY DRIVE TODAY! 


Every Victory Bond aids in assuring peace- 
time prosperity for our veterans, our nation, 
your employees — and your own industry! 


The Treasury Department acknowledges with appreciation 
the publication of this message by 
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This is an official U. S. Treasury advertisement prepared under the auspices 
of the Treasury Department and War Advertising Council 
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CRESCENT 


Steel Armored 


PARKWAY CABLE 


Gon Direct 
Earth IJustallation 


The easing of Government restrictions on the use 
of lead for cable sheathing makes CRESCENT 
Parkway Cable again available in all voltage 
ranges from 600 to 5,000 volts with rubber insula- 
tion, and 600 to 15,000 volts with Varnished Cam- 


bric insulation. 





1 
The two layers of Flat Steel Tape Armor which 
protect the lead sheath, afford maximum protec- 
tion and long life. When buried in the earth no * 
additional protection is needed. 


These cables are extensively used for underground 
street lighting circuits, railroad yard lighting, signal 
and control circuits, airport power and lighting 
circuits, and in industrial plants and mines. 


Type RLJFJ is shown here. Ali other standard types 
can also be furnished. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT 





WIRE and CABLE 
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Visitas « 
MORE ECONOMY ~~ 
witH DAVEY 


AUTO-AIR 











There are more construction 
jobs which require compressed air 
for a short period of time than 
there are “steady” jobs whfch need 
trailer-mounted equipment. The having electric welding and 
“short” jobs requiring MAXIMUM  floodlighting equipment all 
MOBILITY make up the big field mounted on the truck if desired 
in which the Davey AUTO-AIR has — are savings evident to any 
no competition. engineer or contractor. 
The savings from using one engine Durable, time-proved Davey 
to drive both the truck and the AUTO-AIR compressors are 
compressor, of having mobile available in 60, 105, 160, 210 
equipment that can rush air, men, and 315 cfm capacities. Can be 


tools and material #o the job, of installed on most trucks. 
PUBLIC UTILITY COMPANIES CAN CUT DOWN COSTS— 


WITH THE MOBILITY OF A DAVEY AUTO-AIR COMPRESSOR 


Write For Free Davey Catalog E-172—Gives full information on Davey 
Compressors, Truck Power Take-Offs and Pneumatic Saws. D-145-48 


DAVEY 7°" 


DEALERS IN PRINCIPAL 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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THE PS Ta eg SS ca Ni EE i ee a 


INTERNATIONA 


Speed the Work © Cut the Cos 


BOOST THE PROFITS! 


® On every construction project, International 
Diesel TracTractors add to profits by the good 
work they do. They clear right-of-ways in a 
hurry, excavate and fill, and load wagons or 
trucks with material to be removed. 


INVESTIGATE the advantages which Interna- 
tionals offer: quick starting, full Diesel economy, 
low maintenance, great stamina, many sizes, great 
adaptability. 

SEE the International Industrial Power Dis- 
tributor near you to get all the facts, and for 
help in selecting the tractors and equipment best 
suited to your kind of work. This is the time to 
do it! 

Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Ave. 
Chicago 1, Ilinois 
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MERCOID 
CONTROLS 


} 


ny 
hu 


{ 


WAITING FOR 


Tt. only /00% Mercury Switch eguipped controls, 


They assure better control performance and longer control life. 


Industry is now going full speed ahead 
in the process of reconversion, but not 
without its problems, involving labo re- 
adjustments and certain limitations on 
essential materials that are governed by 
the demands on available supplies. 


Every effort is being made to provide for 


the ever increasing demand for Mercoid 


Controls. 
The cooperation of the trade is solicited 
in making known their probable require- 
ments, thereby facilitating in the pro- 
duction plans to the mutual advantage 


of all concerned. 


THE MERCOID CORPORATION + 4201 W. BELMONT AVENUE - CHICAGO + 41 + ILLINOIS 


Manufacturers of Automatic Controls for Heating, Air Conditioning and Various Industrial Applications 
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Service water clears itself in 





One of three large self- 
leaning strainers 

aring cooling water, 
n a central station, 


One of five Elliott 14” self- 
Con See in a hydro 
sing ond gum 

ing 

erator cooling coils. 


ELLIO 


SELF CLEANIN 
STRAINER: 


Without attention beyond occasional super- 
vision, this unit will strain incoming water, 
remove and eject abrasive or other foreign 
matter, and deliver clear water for service use. 


The straining process is continuous. A 
geared motor slowly rotates a sealing box 
which blocks off each straining section in turn. 
Back-flow of water then flushes the isolated 
straining section, driving the entrained impuri- 
ties out through the bottom of the unit, and the 
cleared section again takes up its straining job. 


The only bearing exposed to grit-laden 
water is the lower bearing of the rotating ele- 
ment. This is a cutless rubber bearing, immune 
to damage and easily replaceable should it 
become necessary. Elliott self-cleaning strain- 
ers serve many utilities especially where large 
quantities of relatively fine dirt must be 
removed. 


Where manual cleaning is permissible, Elliott 
twin strainers will also give non-stop service, 
one cylinder always being in operation while 
the other is shut down for removal and dump- 
ing of the strainer basket. 


Use our wide experience in meeting your straining 
needs. Talk it over with the Elliott man. 


ELLIOTT COMPANY 
Accessories Department 
JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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8 T* 1 Pennsylvania D --dad Association, Systems Operation Committee, starts meeting, Har- 
risburg, Pa., 
9 F s | Auwrice, Water Works Association, New Jersey Section, convenes for session, Atlantic 
City, N. J., 1945. 
10 Se { Mid-Southeastern Gas Association will convene, Raleigh, N. C., Nov., 23, 1945. 
ll S { American Society of Mechanical Engineers will hold annual meeting, New York, N. Y., 
wk. of Nov. 25, 1945. 
12 M { Missouri Telephone Association begins meeting, Kansas City, Mo., 1945. z) 
§ American Petroleum Institute starts Silver Jubilee convention, Chicago, Ill., 1945 
T* { American Water Works Association, Wisconsin Section, starts meeting, Milwaukee, 
13 Wis., 1945. 
14 W § National Reclamation Association starts convention, Denver, Colo., 1945. 
15 T* { Independent Natural Gas Association will hold annual membership meeting, Dallas, 
Tex., Nov. 26, 1945. 
16 F { New Jersey Utilities Association starts meeting, Absecon, N. J., 1945. 
17 Ss { General Electric Company will hold “Victory Lighting Jubilee,” New York, N. Y., 
Nov. 26-30, 1945. 
18 S q Investors Fairplay League will hold meeting, Chicago, Ill., Nov. 30, 1945. 
¥ British- laa conference on wire and wireless communications starts, Ber- 
19 M muda, © 
20 T § National Association of Railroad and Utilities Commissioners will hold annual meeting, 
Miami Beach, Fla., Dec. 4-7, 1945. 
21 Ww q Geuthveriore pense Exchange, Commercial Section, will convene, Atlanta, Ga., 














Dec. 5-7, 
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Manhattan Merry-go-round 


By Freperick K. DETWILLER 
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Ten Years of the Public Utility 
Act of 1935 


Whether or not the SEC’s interpretation of the statute is in 

line with the intention of Congress, it must be admitted, de- 

clares the author, that the commission has proceeded with 

diligence and efficiency in the administration of a law that was 
saddled upon it. 


By ERNEST R. ABRAMS 


LITTLE more than a decade ago, 
on August 26, 1935, President 


Roosevelt signed the Public 
Utility Act of 1935, which had for its 
major purpose the “control and regu- 
lation of public utility holding com- 
panies.” In addition to its regulatory 
provisions, § 11 of the act called for 
the “simplification of holding com- 
panies.” As more than seven and one- 
half years of experience have demon- 
strated, this was but polite language 
for the destruction of many of them. 

Subsection (b)(1) of § 11 em- 
powered the Securities and Exchange 


613) 


+ 


» 
a 


Commission to limit electric and gas 
utility holding company ownerships to 
a “single integrated public utility sys- 
tem,” unless if found that (A) each 
additional system could not be op- 
erated economically as an independent 
system; (B) such additional system or 
systems were located in one state, or in 
adjoining states, or in a contiguous 
foreign country; and (C) the com- 
bination of these systems would not be 
so large as to impair the advantages of 
localized management, efficient opera- 
tion, or the effectiveness of regulation. 
This subsection, which the late Wen- 
NOV. 8, 1945 
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dell Willkie dubbed the “death sen- 
tence,” was, however, not to become 
operative until “as soon as practicable 
after January 1, 1938.” 

In addition, subsection (b)(2) of 
§ 11 provided for the simplification, at 
the discretion of the SEC, of the cor- 
porate and financial structures of elec- 
tric and gas utility holding companies, 
the equitable distribution of voting 
power among their several classes of 
security holders, and the elimination of 
subholding companies within holding 
company systems, if the SEC consid- 
ered them a hindrance to efficient op- 
eration of the systems or not in the in- 
terest of consumers or investors. It is 
primarily toward these two subsections 
of § 11 that major criticism has been 
directed since the act received presi- 
dential approval. 


pataronmeatare for the dismember- 

ment of many electric and gas util- 
ity holding companies through enforce- 
ment of the act may be attributed to 
four major causes: “first, the public- 
power-mindedness of the New Deal 
and its seeming dislike of private enter- 
prise in the electric and gas utility 
fields; second, the losses sustained by 
inexpert investors in the securities of 
poorly financed utility holding com- 
panies ; third, the lack of acquaintance 
of most members of Congress with the 
fundamentals of public utility eco- 
nomics; and, fourth, the enforcement 
policies, or lack of them, of the Securi- 
ties and Exchange Commission, which 
was designated by the act as its admin- 
istrator. But before examining the 
contributions of each of these groups 
to the demise of the holding company 
device in the electric and gas utility 
fields, perhaps there should be present- 
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ed a brief review of the conditions re. 
sponsible for the rapid growth of 
holding companies in these fields of 
public service, and of the real and 
fancied “abuses” which led to adoption 
of the act. 

As those versed in public utility eco- 
nomics knew long before the rendering 
of electric and gas service in the United 
States became a political issue, these 
forms of public service require large 
and constant supplies of capital for the 
creation of facilities with which to 
meet the rapidly expanding demands 
made upon them, and the efficient em- 
ployment of these vast capital contri- 
butions requires great skill in both 
management and engineering. Yet, 
only operating utilities of larger than 
average size had the credit necessary 
to attract needed capital in large vol- 
ume or could afford to employ manage- 
ment and engineering talent of demon- 
strated ability. About the only way in 
which smaller utilities could overcome 
these handicaps was to combine and 
thus form an operating unit sufficiently 
large to provide the adequate credit 
necessary to attract capital and to af- 
ford the hire of competent direction. 


| peer agsen the most difficult financial 
task confronting electric and gas 
utilities has always been the raising of 
equity capital, not only because com- 
mon stock is exposed to the greatest 
risk, but because, unless widely held, 
lack of a market in which equity shares 
could be readily sold made them unat- 
tractive to investors. Yet, the engag- 
ing of a substantial proportion of the 
total employed capital through the sale 
of common stock, even though ex- 
tremely difficult for all save the metro- 
politan systems, was vitally necessary 


614 





strat 
was 1 
that 
a diy 
tems 
from 


G 


TEN YEARS OF THE PUBLIC UTILITY ACT OF 1935 


to the successful financing of these 
enterprises. Only through the sale of 
common stock could an equity base for 
the senior securities be established. 
The holding company device offered 
an efficient and economical solution to 
the financial problems of small operat- 
ing utilities. Through acquisition of the 
common stocks of a number of small 
systems by a holding company, a suffi- 
tently sizable enterprise was created 
toassure a wide distribution of its se- 
curities of all classes and, because of 
this wide distribution, to endow them 
with a high degree of marketability. 
But size alone was not the only fac- 
tor contributing to the marketability of 
holding company equities. Most hold- 
ing companies added the factor of di- 
versification of risk to that of size by 
scattering their ownerships of subsidi- 
aries throughout the land, and this 
policy of not putting all their eggs in 
one basket had a stabilizing influence 
on the flow of income to them. A quar- 
ter of a century’s experience with di- 
versification of risk by electric and gas 
utility holding companies had demon- 
strated, even before their destruction 
was more than a gleam in political eyes, 
that the aggregate income arising from 
a diversified group of operating sys- 
tems was far more stable than that 
from any one of its component parts. 
— as were the benefits under the 
holding company device from 


joint financing through the merging of 
individual operating company credits, 
perhaps even greater benefits accrued 
to individual systems and their con- 
sumers from the expanded and more 
efficient facilities the device made possi- 
ble. Economy in power generation re- 
quires production in quantities far 
zbove the capacity of individual small 
communities or areas to consume; so, 
under holding company control, many 
small areas were interconnected to 
form an aggregate of power require- 
ments that could be economically gen- 
erated. 

But the construction of large gen- 
erating plants and the interconnection 
of many areas with transmission lines 
not only required large capital outlays 
but a common ownership to insure uni- 
formity of policies, service conditions, 
and rates. And this was something 
which holding companies were ad- 
mirably equipped to do. The great up- 
surge of nearly 15,000,000 new cus- 
tomers served by electric utilities in the 
single decade ended with 1928 was due 
very largely to the activities of holding 
companies in acquiring and consolidat- 
ing innumerable small operating sys- 
tems, providing them with more effi- 
cient sources of power supply and ex- 
panding their service areas. 


HE record of electric utility hold- 
ing company activities, which was 
available to Congress at the time the 


e 


tric and gas utilities has alway 


q 


“PERHAPS the most difficult financial task confronting elec- 


1s been the raising of equity 


capital, not only because common stock is exposed to the 


greatest risk, but because, unless widely held, lack of a mar- 
ket in which equity shares could be readily sold made them 


unattractive to investors.” 
615 


NOV. 8, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


Wheeler-Rayburn Bill was under con- 
sideration, clearly indicates their con- 
tributions to the extension of service 
to practically every corner of the land. 
During the six years ended with 1930, 
about 65 per cent of all new construc- 
tion funds of the electric power and 
light industry—$3,071 million out of 
$4,770 million—was expended by the 
operating subsidiaries of 13 holding 
companies. And of these expenditures 
by holding company subsidiaries, $1,- 
061 million, or 34.6 per cent of the to- 
tal, was raised through sale to parental 
holding companies of the common 
shares of operating subsidiaries. Dur- 
ing the same 6-year period, moreover, 
nine million new customers were added 
to electric utility lines—the greatest 
number in any similar period in the in- 
dustry’s history. 

This vast expansion in electric con- 
sumers, which brought the advantages 
of electricity to millions of householders 
in small communities and rural areas 
who would not otherwise have enjoyed 
them, was due in large measure to the 
expanded facilities which the holding 
companies, through mobilization of the 
financial strength and credit necessary 
to make large-scale equity financing 
possible, had created. Little of this in- 
crease in efficient generating plants, 
transmission lines, and interconnection 
of served areas could have been accom- 
plished during these six years—if, for 
that matter, it could ever have been 
done—without utilization of the hold- 
ing company device. 


Fp preaagimes just as the fever- 
ish urge speedily to defeat the 
aggressor nations during World War 
II led to mistakes in judgment, policy, 
and method, so the persistent demand 
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for electrification of the entire United 
States in the shortest possible time re. 
sulted in errors which a more deliberate 
expansion policy might have prevented, 
In both instances, the resultant mis- 
takes were the price of haste. Some of 
these utility mistakes, while far from 
universal, were: 

1. Competition between holding 
companies for the acquisition of con- 
trol of operating utilities, which led to 
the payment of prices in excess of 
what past or prospective earnings 
would warrant. 

2. The combining of already sizable 
holding company systems into still 
larger groups, which led to corporate 
complexities that were confusing to in- 
vestors and legislators. 

3. Complete control and domination 
of subsidiary operating systems, 
which led to loans by operating sub- 
sidiaries to parental holding com- 
panies—the so-called “upstream” loans 
—or loans by one subsidiary to another 
— “sideways” loans — which would 
never have been made at arm’s length. 

4. Sale of securities to the public 
which were based more on an extrava- 
gant hope for future earnings than a 
conservative estimate. 


Although these and other abuses 
were recognized by the conservative 
majority of utility executives who had 
repeatedly warned of them before the 
Federal Trade Commission conducted 
its ex parte investigation into holding 
company practices from 1927 to 1932, 
the antagonism of certain elements to- 
ward the private rendering of electric 
service, and their avowed desire to 
stimulate public ownership of electric 
service systems throughout the country 
as speedily as possible, were fanned by 
the investigation’s disclosures and led 
to introduction in Congress of a bill to 
destroy holding companies under the 
guise of regulating them. 
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Financial Problems of Small Utilities 


6¢ HE holding company device offered an efficient and economical 

solution to the financial problems of small operating utilities. 

Through acquisition of the common stocks of a number of small sys- 

tems by a holding company, a sufficiently sizable enterprise was cre- 

ated to assure a wide distribution of its securities of all classes and, 

because of this wide distribution, to endow them with a high degree 
of marketability.” 





N” satisfied with merely eliminat- 
ing the evils reported by the Fed- 
eral Trade Commission, many of which 
were more imagined than real, legisla- 
tion was pushed through Congress 
which provided for the dissolution of 
electric and gas utility holding com- 
panies solely on the basis of whether or 
not the physical properties of their op- 
erating subsidiaries were capable of 
physical connection, and whether or 
not they were located in the same or 
adjoining states. This “death sentence” 
was to be imposed on all electric and 
gas utility holding companies, even 
those which admittedly had never per- 
petrated any of the “abuses” prohib- 
ited by the act. It was to be imposed on 
holding companies in a single field of 
enterprise for doing something holding 
companies in nonutility fields have 
done for decades and continue to do to- 
day—for owning common stock con- 
trol of geographically diversified sub- 
sidiaries, 

It is difficult to imagine a time dur- 


ing the sixty-three years since the 
American electric power and light in- 
dustry was established when the Wash- 
ington stage was so perfectly set for 
punitive action against an industry that 
had long been a national boast. Our en- 
tire economy was just emerging from 
the depths of the most drastic depres- 
sion since the nation was founded. 
Most investors had taken severe losses 
in their holdings and, true to human 
nature, were seeking a scapegoat 
on which to heap blame for their 
own shortsightedness. And statesman- 
ship in Washington was at the “quar- 
terback” level, when any “play” was 
being called on the off-chance that 
yardage might be gained. 

So when a gun in the form of the 
Wheeler-Rayburn Bill was pointed 
at investor-owned electric and gas 
utility holding companies, in some 
of whose securities severe losses had 
been sustained by the public, Congress, 
regardless of general consequences, 
blindly pulled the trigger. 
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pr ennenyy of the Holding 
Company Act was vested in the 
Securities and Exchange Commission, 
despite the plea of its chairman before 
the act became law that neither it nor 
any other Federal bureau was equipped 
for the task. Appearing before the 
House committee considering the bill, 
Joseph P. Kennedy objected that the 
proposed law contained “no effective 
standard to guide the commission in 
the momentous decisions it must 
make,” and he warned the committee 
that it was “not a wise policy to vest 
in any one group of men the tremen- 
dous responsibility involved in this 
great power.” And he continued, “I do 
not believe it is fair or practical to ex- 
pect any five men to shoulder the re- 
sponsibility of deciding which of these 
(utility) systems are to be reorganized 
and into what size or character the ulti- 
mate groupings should evolve.” 

Unfortunately, Mr. Kennedy re- 
signed from the commission within a 
month after the act received presi- 
dential approval, and five other chair- 
men have served since that time. In 
addition, fifteen men have served as 
members of this 5-man commission 
during the ten years the act has been in 
force. It is not surprising, then, that 
the attitude of the commission toward 
enforcement of the act and the policies 
of administration to be pursued have 
changed with the years. 


Re instance, § 30 of the act reads, 
in part: 


The commission is authorized and di- 
rected to make studies and investigations of 
public utility companies, the territories 
served or which can be served by public 
utility companies, and the manner in which 
the same are or can be served, to determine 
the sizes, types, and locations of public 
utility companies which do or can operate 
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most economically and efficiently in the pub- 

lic interest, in the interest of investors and 

consumers, and in furtherance of a wider 
and more economical use of gas and electric 
energy;... 

Although Joseph P. Kennedy served 
as SEC chairman too short a time after 
adoption of the act to express any 
views on compliance with this congres- 
sional direction, his immediate succes- 
sor and the second SEC chairman, 
James M. Landis, recognized the need 
of compliance in a nation-wide broad- 
cast on September 28, 1935, when he 
said, in part: 

Congress has left to our commission the 
standard to be applied in the light of con- 
tinuing and concrete study. Furthermore, it 
has given us two years, at the end of which 
we are to have a plan to bring about this 
economic and geographic integration. 

Nevertheless, none of the four SEC 
chairmen who followed Mr. Landis ap- 
pears to have concurred in his willing- 
ness to comply with § 30 of the act. 
Having secured a decision in a lower 
Federal court that compliance with this 
section of the act was not a necessary 
prelude to enforcement of the “deatlr 
sentence” provision, the SEC has made 
the directed studies and investigations 
only when specific holding companies 
have requested it to do so. 


URING the twenty-six months that 
followed January 1, 1938, when 

the “death sentence” became operative, 
the SEC pursued a policy of negotia- 
tion with holding companies in an at- 
tempt to have them formulate their 
own integration plans for commission 
approval. This was, unfortunately, 
about the same period during which 
various constitutional phases of the act 
were being tested, and few holding 
companies did more than claim their 
existing systems met the requirements 
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of the act. But in the spring of 1940, 
the SEC abandoned its policy of ne- 
gotiation and proceeded to enforce by 
orders a legalistic, rather than a prac- 
tical, interpretation of § 11. It has been 
SEC orders issued during the past five 
and one-half years that have been re- 
sponsible for the complete or partial 
break-up of many holding company 
systems. 

There are signs, however, that the 
SEC has been tempering its interpre- 
tation of § 11 during the past eighteen 
months. 

In its findings and opinion of 
January 24, 1944, in the Middle West 
Corporation Case, it approved reten- 
tion by Central & South West Utili- 
ties Company, a subholding company in 
the Middle West system, of Public 
Service Company of Oklahoma, serv- 
ing large areas in eastern and south- 
western Oklahoma, Central Power & 
Light Company, and West Texas Utili- 
ties Company, serving wide sections of 
southern, southwestern, and western 
Texas, and Southwestern Gas & Elec- 
tric Company, operating in northeast- 
ern Texas, southwestern Arkansas, and 
northern Louisiana. The combination 
of these operating systems serves an 
area in four states of some 140,000 
square miles, or about equal to the com- 
bined areas of Alabama, Georgia, and 
South Carolina. 


GAIN, in its tentative conclusions of 
February 6, 1945, in the case of 
American Gas & Electric Company, 
the SEC permitted retention of its so- 
called “Central system,” comprised of 
Appalachian Electric Power Company, 
West Virginia Power Company, Indi- 
ana & Michigan Electric Company, Ka- 
nawha Valley Power Company, Ken- 
iucky & West Virginia Power Com- 
pany, Kingsport Utilities, Inc., Ohio 
Power Company, Beech Bottom Power 
Company, Southern Ohio Public Serv- 
ice Company, and Wheeling Electric 
Company, along with certain nonutility 
subsidiaries necessary to economic op- 
eration of the group. In other words, 
the SEC permitted American Gas & 
Electric to retain as “a single integrated 
public utility system” subsidiaries serv- 
ing an interconnected area of about 
92,000 square miles in the seven states 
of Michigan, Indiana, Ohio, Kentucky, 
Tennessee, West Virginia, and Vir- 
ginia, or only some 2,500 square miles 
less than the combined areas of Michi- 
gan and Indiana. 

In addition to dismemberment of 
many holding companies through en- 
forcement of the “death sentence,” the 
SEC has been criticized for many of its 
simplifications of corporate structures 
and distributions of voting power un- 
der subsection (b)(2) of § 11 of the 
act. Although the express purpose of 


e 


vice from joint financing through the merging of individual 


q “GREAT as were the benefits under the holding company de- 


operating company credits, perhaps even greater benefits ac- 
crued to individual systems and their consumers from the 
expanded and more efficient facilities the device made pos- 
sible. Economy in power generation requires production in 
quantities far above the capacity of individual small com- 


munities or areas to consume... 
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Summary 


ELECTRIC, GAS, AND NONUTILITY PROPERTIES SOLD 
OR OTHERWISE DIVESTED BY REGISTERED PUBLIC 
UTILITY HOLDING COMPANIES 
DeceMBER 1, 1935, to JuNE 30, 1945 


Number of Companies 
Non- Elec- Non- 
Gas Utility Total tric Gas 


Elec- 


Divested by Exchange or 

Distribution of Securities 

to Security Holders 

No longer subject to Holding 
Company Act 

Still subject to Holding 
Company Act 


Divested by Sale of Prop- 
erty or Securities 
No longer subject to Hold- 


(Millions of Dollars) 
Assets of Companies 
Divested 


Utility 


ing Company Act 1 77 89 266 327 196 


Still subject to Holding 
Company Act 28 13 


ToraL DIvEsTEeD 97 93 


Number of Companies 
Making Such Sales 


Partial Sales of Property 
Not Included in Above 


Assets sold no longer subject 
to the act 

Assets sold still subject to 
to the act 


3 44 25 20 
"332 $763 $218 
Sale Price 
77 + 15 
15 1 
92 $6 $16 





Congress in adopting this legislation 
was “the protection of consumers and 
investors” or to further “the interest 
of consumers and investors,” one or 
the other of which phrases or adaptions 
thereof appears no less than 78 times in 
the act, most of the benefits conferred 
by the SEC on investors in holding 
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company bonds and preferred stocks 
have been at the expense of common 
stockholders. 


preemie: of the corporate 
structure of Standard Gas & Elec- 
tric Company is a case in point. Al- 
though huge accumulations of unpaid 
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dividends hung over its preferred 
stocks, it was not insolvent. The con- 
tractual position of its preferred stock- 
holders was that of limited partners in 
the enterprise, entitled only to prefer- 
ential treatment in the distribution of 
earnings as dividends were declared, 
and in the distribution of equity assets 
in the event of dissolution. Yet, under 
the reorganization plan more or less 
dictated by the SEC, holders of Stand- 
ard Gas & Electric common shares, 
which sold at 1634 on August 31, 1929, 
were completely excluded from partici- 
pation in the reorganized undertaking. 
This and similar treatment of holders 
of electric and gas utility holding com- 
pany equity shares under SEC-super- 
vised reorganization suggest that, in 
commission eyes, the purpose of the act 
was to protect only certain classes of 
investors. 

Whether or not the SEC’s interpre- 
tation of the Holding Company Act is 
in line with the intent of Congress, it 
must be admitted that the commission 
has proceeded with diligence and effi- 
ciency in the dismemberment of electric 
and gas utility holding companies in the 
past five and one-half years. As will be 
seen from the accompanying tabula- 
tion, a total of 332 subsidiaries of reg- 
istered holding companies, with com- 
bined assets of $4,166 million, have 
been divested between December 1, 
1935, and June 30, 1945. In addition, 
the partial sales of property by 92 hold- 
ing company subsidiaries during the 
same period totaled $111 million. 


HIS tabulation does not, unfortu- 
nately, indicate the true progress 
made during this period by the SEC in 
enforcing divestments of holding com- 
pany subsidiaries, nor reveal the extent 
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to which the commission is approach- 
ing its goal of complete compliance with 
the act of electric and gas utility hold- 
ing companies. The job of an engineer 
engaged in reporting on a huge hydro 
development would be analogous to 
that of the SEC under the act. He 
might spend several years studying 
precipitation in the watershed, the 
topography and economy of the region 
both within the watershed and within 
transmission range of the proposed 
dam, the natural resources of the area, 
its population trend, and the prospects 
for future industrial, commercial, and 
agricultural development of the service 
area. Yet, if he had written no more 
than the first page or two of his report, 
an unsophisticated observer might ap- 
praise his task as but 5 per cent com- 
pleted, whereas it might well be 95 per 
cent done. 

This is the position in which the 
SEC finds itself today. During the dec- 
ade since the Public Utility Act of 1935 
was passed, and particularly during the 
more than seven and one-half years 
since the “death sentence” became op- 
erative, it has done an enormous 
amount of work looking toward com- 
plete integration of the holding com- 
panies registered with it under the act. 
As a specific instance, consider the po- 
sition of American Power & Light 
Company. It has already divested Ne- 
braska Power Company; its operating 
subsidiaries in Florida, Minnesota, and 
Texas either have been, or are rapidly 
being, put in shape for divestment, and 
the revamping of its Montana subsidi- 
ary is partially completed. Altogether, 
the SEC believes that somewhere be- 
tween 75 per cent and 90 per cent of 
the work necessary to place American 
Power & Light in a condition to divest 
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all nonretainable subsidiaries has been 
completed. Yet it has so far gotten rid 
of but one subsidiary. 


HE same holds true of many more 

holding companies. So far, Com- 
monwealth & Southern Corporation 
has not divested a single operating sub- 
sidiary, although its Tennessee proper- 
ties were sold without SEC assistance 
to TVA and its power-distributing 
communities. Yet, its recapitalization 
plan has received SEC approval, al- 
though appeals to the courts, approval 
of stockholder groups, and similar de- 
lays may be encountered, and definite 
plans have been prepared for the divest- 
ment of its northern properties. Once 
the Pennsylvania Power & Light plan 
becomes effective, the stalemate in 


which National Power & Light finds 
itself will fade and the problems of 
Electric Bond and Share Company will 
be appreciably eased. And as soon as 
New England Public Service arranges 
an acceptable plan for disposing of its 
industrial holdings, its integration will 
fast approach a finale. 

Many uncomplimentary things have 
been said about the SEC in the past ten 
years, and maybe some of them were 
deserved. But it is well to remember 
that it was unwillingly cast as the vil- 
lain to “bump off” electric and gas 
utility holding companies. It didn’t con- 
ceive the play. And it didn’t write it. 
Congress, with some assistance, was 
the author. All that the SEC has done 
is to administer, and administer pretty 
well, a law that was saddled upon it. 





A 


Plan to Free Business from Regimentation 


“1. Adopt a system of incentive taxation to stimulate invest- 
ment of private capital in new, independent enterprise so that 
we may stimulate creation of jobs. 

“2. Enact the full employment bill without delay so as to 
reéstablish a peace market to take the place of the war market. 

“3. Make it clear that there will continue to be full enforce- 
ment of antitrust laws so that private business at home and 
abroad shall not be curtailed and regimented by private 


mono poly. 


“4. Enact an administrative law to provide an impartial tri- 
bunal to which the citizen may appeal rules, regulations, and de- 
cisions of government bureaus and administrative agencies. 

“5. Enact a national law providing a national charter for or- 
ganizations engaged in interstate and foreign commerce so that 
the duties and responsibilities of all such organizations may be 


definitely understood.” 
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—Josepx C. O’MAHOoNEY, 
U. S. Senator from Wyoming. 





Bug-under-the-Chip 


A utility company engages in a fiery advertising campaign in 

order, in the words of the author, to “tell the truth” to the 

taxpayers footing the bill about the unfair subsidized competi- 

tion of the TVA and the alleged misrepresentation as to the 
profits of the Federal authority. 


By GEORGE A. DAVIS 
PRESIDENT, OKLAHOMA GAS & ELECTRIC COMPANY 


HE ending of the war seems to 

have caused the authorities on 

authorities to unlimber their big 
guns. Throughout the war years they 
have sniped at us, and effectively, with 
bullets of cheap power but only re- 
cently have they revived the barrage of 
“down with monopoly” and “power 
trust.” Old guns, of course, but still 
trusty in the hands of the same old 
gunners reinforced by a new crop of 
nation savers gifted with a genius for 
alchemizing paper profits. 

Weare being fired on and that means 
battle. We have the choice of holding 
our positions, retreating, or surrender- 
ing. We can’t do all three. Our com- 
pany is determined to hold its positions 
and we have entered the fray with the 
same spirit as that of the Navy chaplain 
who placed his faith in the Almighty 
and the enlisted man. We believe in our 
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cause and we have an implicit faith in 
the judgment of the American people 
once they are in possession of the facts. 

The people have not been given the 
facts. They have been told, for ex- 
ample, of TVA’s beneficence in one of 
the best-timed publicity campaigns ever 
thrust at the American reader and since 
there has been no organized effort on 
the part of the electric industry, or any- 
one else, to repudiate the sweet-tasting 
statements, it is no small wonder that 
TVA is the Promised Land in the 
minds of many. There have been times 
during these past war years when it 
was difficult to remain acquiescent but 
we did so lest retaliation be construed 
as sowing seeds of disunity. Then, too, 
we realized that people of the nation, 
filled to the brim with patriotism, were 
more interested in the troubles of Pri- 
vate Jones than in those of Private 


NOV. 8, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


Enterprise. Since TVA and the gov- 
ernment were somewhat synonymous 
and since the populace was patriotic, it 
no doubt was apparent to the TVA au- 
thors that “now is the time” and they 
vended their vocabularies without an 
oversupply of validity and veracity. 
They shot the works and “scooped” us, 
and not a very legitimate “scoop” either 
if “scoops” can be considered illegiti- 
mate. 


B™ the war is over now and acqui- 
escence has lost its virtue. It is 
time to smack back and this we have 
started to do in two series of advertise- 
ments. One which we call “The Same 
Set of Rules” series has been appearing 
for the past few months in the Okla- 
homa Publisher, official magazine of 
the Oklahoma Press Association, and 
the other series, “Less-than-cost Elec- 
tric Power,” was launched after VJ- 
Day in some 150 city and country 
newspapers at weekly intervals. In both 
we are attempting to take the glamor 
out of TVA and put it on a cold cash 
basis — the people’s cash. The pro- 
ponents of public power seem a bit con- 
fused at our stand and in one com- 
munity they answered a “criticism” in 
the press a week before we made it. In 
another town they ran an ad featuring 
both “Cheap Power and Fertilizer,” a 
delightful association, which seems to 
be truth in advertising to say the least. 

We have flung our punches directly 
at TVA since it has been made the 
fountainhead whence all blessings flow 
and will be, as time progresses, the bell 
cow for the whole 9-authority pro- 
gram which, if completed, will blanket 
and stifle about every state in the union. 
We think TVA is a bad project and 
that it is deliberately being subsidized 
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and gifted by those who believe state 
lines to be impediments to progress and 
who favor regionalizing for the attain- 
ment of national socialism. TVA has 
to look good and it will continue to look 
good and to look better unless our in- 
dustry, and other industries, knock the 
mantle of subterfuge from its massive 
shoulders. 


B dno call TVA the people’s project, 
yet it was never authorized by a 
vote of the people. They say it belongs 
to the people but the people’s auditor, 
the Comptroller General of the United 
States, has no authority in the manner 
in which it keeps its books nor is he 
given the privilege of auditing them. 
One prominent columnist even went so 
far as to write, “The people are the 
stockholders of TVA.” If this be true, 
they are stockholders without dividend 
but with assessment which in the final 
analysis means “sack holders.” And 
that is the purpose of our efforts—to 
let the people decide for themselves 
which they be, stockholders or sack 
holders. 

The American people are fair, They 
want their baseball games played by 
teams in the same league and they like 
to see their boxers evenly matched. 
They revolt when the big boy thrashes 
the little boy and deep down we have 
the feeling they will revolt when they 
learn of how subsidized billions are 
whaling away at legitimate millions. It 
just isn’t cricket. So, believing in the 
fairness of the people, we have appealed 
tor “The Same Set of Rules.” We are 
willing to take public power on at catch 
weights if necessary and in any ring 
providing the rules say for it, same as 
for us, that it must pay its own way and 
stand on its own feet. Without these 
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BUG-UNDER-THE-CHIP NO. 1. 


The first in a series of advertisements telling the other 
side of the Tennessee Valley Authority story. This ad 
tells of the 62 MILLION DOLLAR interest bill which the 
people of the Nation paid to help TVA sell less-than-cost 


electricity to its customers. 


Those of you who have built or 
bought homes with money supplied by 
the Federal Housing Administration 
know that the government expects the 
payment of INTEREST on borrowed 
money. When you arranged for your 
home loan with FHA you were willing 
to pay 41/2 or 51/.% interest on the bor- 
rowed principal and you made the 
payments with your monthly install- 
ments. And that has been the Amer- 
ican way of doing business for a long 
time . . . the payment of money 
for the use of money. 


The Tennessee Valley Authority does- 
n't look at it that way. It received 
huge sums of money from the govern- 
ment and it built huge power dams, 
but it DOESN’T PAY INTEREST for the 
use of most of the money, yet the mon- 
ey came from the same U. S. Treasury 
as your home loan money came from. 


TVA represents a gigantic investment 
of about 764 MILLION DOLLARS. Con- 
gress appropriated 668 MILLION DOL- 
LARS of this amount. The Treasury 


of the United States didn’t have this 
amount so it had to go into the open 
market and borrow it. This was done 
by selling INTEREST bearing govern- 
ment bonds to institutions and to indi- 
viduals. 


Since TVA had (and has) the use of 
this money. most people naturally as- 
sume that TVA would pay INTEREST 
to the U. S. Treasury so that the Treas- 
ury could pay the bond holders. 


BUT THIS IS NOT THE CASE. 


TVA DOES NOT PAY THE INTEREST, 
but still the bond holders get their 
money. It is paid to them from TAXES 
collected from the people of the Nation 
at large . . . and as of 1944 this 
INTEREST amounted to approximately 
62 MILLION DOLLARS. 


It is rather unusual that the proponents 
of TVA have overlooked mentioning 
this item when extolling the financial 
success of the project. We mention it 
so that the people will know of at least 
one of the subsidies which enables 
TVA to sell “less-than-cost” electricity. 


OKLAHOMA GAS AND & ELECTRIC COMPANY 


COURTEORS, PERSONAL ATTENTION TO EVERY CUSTOMER 
GEORGE A. DAVIS, President 
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BUG-UNDER-THE-CHIP NO. 2. 


The Tennessee Valley Authority, by the kindness of gift 
and subsidy, is permitted to pay a microscopic interest 
charge of EIGHT ONE-HUNDREDTHS of ONE PERCENT 
ona gigantic investment of the people’s money . . 

and this is another reason why TVA can sell less-than- 


cost electricity. 


Last week we told you that the 
Tennessee Valley Authority did not pay 
interest on most of the money it used to 
build huge electric power dams. We 
stated that Congress had granted TVA 
about 668 MILLION DOLLARS and that 
because TVA paid no interest on this 
amount it had cost the taxpayers of the 
Nation approximately 62 MILLION 
dollars as of 1944... and any way you 
look at it... this is a DIRECT SUB- 
SIDY from all the people so that the 
people served by TVA can enjoy less- 
than-cost electricity. 


In justice to TVA, we believe it only fair 
to say that it does have SOME bonded 
indebtedness on which it pays interest 
and here are the details on that. 


According to TVA’s 1944 Annual Re- 
port, the TVA has its own bonded in- 
debtedness of approximately 63 MIL- 
LION DOLLARS. These bonds bear 
from 212% to 134% interest and are 
held by the U. S. Treasury and the 
Reconstruction Finance Corporation 


BUT 
TVA does not pay 212% and 134% in- 


OKLAHOMA GAS AND 


terest. By “temporary agreement” TVA 
pays only 1%, and, according to the 
report this amounted to 622 THOU- 
SAND DOLLARS in 1944. 


So there it is. TVA representing an 
investment of the people’s money 
amounting to 764 MILLION DOLLARS 
pays interest in the amount of 622 
THOUSAND DOLLARS annually ... 
or EIGHT ONE HUNDREDTHS OF ONE 
PERCENT. 


IN OTHER WORDS 


lf TVA’s rate of interest were available 
to you as an individual you could go 
to the bank, borrow a hundred dollars 
and pay EIGHT CENTS interest for a 
year’s use of the money ... and the 
bank undoubtedly would close its 
doors in a short time unless your 
neighbors paid a special “keep the 
bank open” tax. 


And that’s the way TVA works. It goes 
about its business of selling electricity 
at less-than-cost prices simply because 
the people of the nation are paying a 
“make the TVA pay” tax. 


ELECTRIC COMPANY 


COURTEOUS, PERSONAL ATTENTION TO EVERY CUSTOMER 


GEORGE A. DAVIS, President 
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BUG-UNDER-THE-CHIP NO. 3 


The third in a series of advertisements telling the other side of the 
Tennessee Valley Authority story . . . how TVA can sell less- 
than-cost electricity at the expense of the tax-payers in the nation 


at large. 


A very good definition of TAXES is. 
“a compulsory contribution exacted by 
some recognized authority or by some 
superior power chiefly for the purpose 
of providing revenue.” 


Taxes are levied to pay the expenses of 
government. Government itself has no 
money but it has the power to spend 
money. Whenever it spends money, it 
spends the PEOPLE'S money. If the 
money is not in the U. S. Treasury then 
the government must issue bonds and 
go in debt. When the government 
goes in debt it. in effect, places a mort- 
gage against all the nation’s property 
which includes your homes, farms, live- 
stock or whatever you own. 


That means that when the government 
used 764 MILLION DOLLARS of the 
people’s money to build the Tennessee 
Valley Authority it placed a mortgage 
of 764 MILLION DOLLARS against all 
the homes. farms. industries. etc., in the 
nation. 

Up to now the only way the mortgage 
interest payments are being made is 
from taxes collected from all the peo- 
ple because TVA is losing money and 
it is paying no federal taxes whatso- 
ever. 


Of course, the proponents of TVA are 
not eager for these facts to be disclosed 
and at times they try to cover them. 
For instance, a well known national 
magazine carried a TVA story recently 
and stated that “TVA paid more as 
taxes and tax equivalents than the pri- 
vate companies previously paid but 
probably not more than the private 
companies would now be paying .. . 
were they still in existence.” 


That word PROBABLY is the joker . . . 
and here is the truth. 


During 1944, TVA, a 763 MILLION DOL- 
LAR concern. paid taxes amounting to 
$2.168,824.00 


During 1944, OG&E, an 85 MILLION 
DOLLAR concern, paid taxes amount- 
ing to 

$4,967,000.00 


In other words, OG&E, only ONE- 
NINTH the size of TVA, was compelled 
by law to pay 2.3 times MORE TAXES 
than was TVA. 


And that is another reason why TVA 
can sell less-than-cost electricity . . . 
or CHEAP POWER as they call it. 


OKLAHOMA GAS AND 9] ELECTRIC COMPANY 


GEORGE A. DAVIS, President 
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BUG-UNDER-THE-CHIP NO. 4 


Even with the people of the nation paying for many subsidies 
and gifts granted to the Tennessee Valley Authority, the project 
shows a loss of more than TWENTY-ONE MILLION DOLLARS. 


During the past few weeks we have 
been giving you information as to why 
it is possible for the Tennessee Valley 
Authority, the “yardstick” of govern- 
ment owned electric power systems, to 
sell CHEAP POWER and the 
reason is that the American people are 
paying the bill. 


The publicity campaign extolling the 
virtues of TVA during the past war 
years has been one of the best timed 
and one of the most effective ever 
thrust on the American reader. By 
careful selection, TVA has been able 
to employ and secure the services 
of some of the nation’s most able 
writers . . . and they have been en- 
thusiastic. 


They had one of the world’s biggest 
projects to work on. It is colossal, mag- 
nificent and almost beyond human 
comprehension, so it is no wonder that 
many of its writers let their imagina- 
tion run rampant even to the extent of 
publicizing that the profits from the sale 
of electric power would pay the total 








cost of the project in a stipulated num- 





ber of years. 


THIS IS FICTION . . . NOT FACT 
HEREIS THERECORD ... 

On page 67 of the TVA Annual Re- 
port of 1944 it states that the net in- 
come from POWER OPERATIONS for 
the period June 16, 1933 to June 30. 


1944, was 
$38,122,540.00 


On the same page of the same report 
for the same period it states that the 
net expense (or LOSS) for navigation, 
flood control, chemical operations and 
development activities was 
$57.566.817.00 


And this means a NET LOSS on the 
project of 
$21,444,277.00 


And this does not include any gifts and 
subsidies which amount to many, 
many millions and which are being 
paid for by the people of the nation 
with their federal tax payments each 
year. 


ELECTRIC COMPANY 


COURTEOUS, PERSONAL ATTENTION TO EVERY COSTOMER 
GEORGE A. DAVIS, President 
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rules we can’t compete and we might 
just as well admit it. We can outbox 
them for a few rounds but in the end 
they'll knock us into oblivion. So, 
through the Oklahoma Publisher we 
have carried our message to the editors 
and publishers. We have told them 
heretofore untold facts about TVA 
relative to its subsidies and grants. We 
hope to open every gift on the Christ- 
mas tree and let the public see them. 
This probably will take several months. 


HE “Same Set of Rules” cam- 
paign was a trail blazer for the 
“Less-than-cost Electric Power” cam- 
paign now appearing in all daily and 
weekly newspapers published in com- 
munities served by the company. These 
ads have been a direct talk to the people. 
They have been specific and each de- 
scribes a single subsidy and how TVA 
makes it work to give its customers 
what it calls “cheap power” but what 
we call “less-than-cost power,” made 
possible by the people-at-large delving 
into their pockets for the “make-TVA- 
pay” tax. That’s the one purpose of the 
campaign, to show the people that they 
are footing the bill and giving them 
figures to prove it. We are avoiding 
general accusations, comparisons with 
the communistic system, or comments 
on the social aspects of the project. Ex- 
position of these, of course, is not with- 
out merit but it seems to us that a tax- 
burdened people will be more interested 
in knowing how their money is being 
spent other than paying war costs. 
The reactions to these advertising 
campaigns have been good. A writer on 
a metropolitan paper who long has been 
fighting TVA, not as particular friend 
of public utilities but as a crusader 
against socialism, has told us, “Your 
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writings are clear. They will be effec- 
tive. Keep pounding.” An editor of a 
daily in an average town has said, 
“With the war over I have been won- 
dering what to write about. This seems 
to be it.” Another has said, “I’m glad 
to see you moving. It is high time.” 
And this seems to be the general opin- 
ion, “It is high time you were telling 
your side of the story.” 


OQ’ course, there is the antagonistic 
element and this is healthy, in our 
opinion. The public power zealots do 
not like the ads and their rantings indi- 
cate that their anger has been caused by 
overdoses of TVA malarky. An editor 
writes us that one of his customers 
threatened to cancel his subscription for 
running “those OG&E dirty lies.” 
However, the paper still is accepting 
the copy. And, I get letters, scorching 
ones, which I answer with friendliness. 
The scrivener of one epistle wrote that 
if he had a million dollars he would 
give it to me if I but dared go into 
Tennessee, Alabama, or the Carolinas 
end say one unkind word about TVA. 
I rather wish he had the million and 
T had the time. But fanatical as these 
letters are, they must be taken as warn- 
ings. When such statements as “I want 
to tell you that the third and fourth 
year TVA cleared itself of all its 
debts” are caused by malicious propa- 
ganda (and what else could it be), fed 
to the citizens of small rural communi- 
ties, and broadcast mouth to ear all up 
and down the valley, it is time the elec- 
tric utility, through its component 
parts, rises and tells the truth. In our 
opinion the daily press and the country 
weekly will be highly effective in telling 
the story. A lot of people still live at the 

forks of the creek. 
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We intend to go ahead. We will not are inspired by right and by a wise say- 
take time to defend our statements but ing, “There is not enough darkness in 
will attempt aggressively tokeep onthe the world to extinguish the light of one 
beam stating facts as we see them. We small candle.” 





The Bomb and the Universe 


“. .. The world has received the atom bomb in the same rather baf- 
fling way that the modern child receives the marvels of the scientific age. 
Brought up in a motorcar to the crooning of a radio, there is nothing 
surprising to the modern child in an airplane or a radar screen; he 
accepts these extensions of the mechanical age without the slightest 
understanding of the subtle aerodynamic and electronic principles un- 
derlying their development, and therefore without any means of dis- 
tinguishing them from the only slightly more marvelous achievements 
of Superman or the Magic Eye. Fact and fantasy are all wrapped up 
in one world out of which ‘the scientists’ may be expected at any mo- 
ment to produce almost any kind of white rabbit; and the nature of 
that world, with its limits of the possible and impossible, its fruitful 
avenues of advance and its dead ends, its distinctions between myth 
and reality, is all but totally lost. 

“So the atomic bomb arrives, as merely the latest marvel cooked up 
by ‘science,’ and even well-furnished minds have almost no idea what 
has really been cooked up, what are the probable and what the merely 
fantastic developments it suggests. Even less are we equipped to form 
any sound appreciation of the impact of the relevant discoveries upon 
established concepts of the natural world ; we do not know in what way 
it may affect the accepted cosmology of today because there is so little 
general training in fundamental cosmological notions as they now 
stand. But there might well be. Every educated person could, without 
too much difficulty, be given a basic knowledge of the basic ideas which 
today govern man in his relations with his environment and his.utiliza- 
tion of the physical forces within his universe. The atom bomb suggests 
that the training is rather badly needed.” 

—EpiToriat STATEMENT, 
New York Herald Tribune. 
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to Learning 


Rural electrification program for public schools in 

the state of Virginia to provide facilities for modern 

audio visual teaching aids and adequate artificial 
illumination. 


By W. IRVING DIXON 


DIRECTOR SCHOOL BUILDINGS, 
COMMONWEALTH OF VIRGINIA 


HE experience gained by the 
f be services and by the war 

production training program in 
the war period in the effective use of 
audio visual aids for learning, along 
with the prewar use of such instructive 
tools in a business in which he was in- 
terested, convinced Governor Colgate 
W. Darden, Jr., that these same meth- 
ods could be used to great advantage in 
the public schools of Virginia. 

It was generally admitted that the 
public schools would have to obtain 
some financial aid from the state if such 
a program was to give opportunity to 
all alike in sparsely attended areas as 
well as in the cities, towns, and larger 
counties. Governor Darden, therefore, 
recommended to the Virginia state 
legislature, convened in special session 
in 1945, that a sum in the amount of 
$1,112,530 be appropriated to the pub- 
lic schools primarily for the purchase 
of audio visual teaching aids. This 
legislation was adopted, and the money 
is to be distributed on the basis of $2 
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per capita for every pupil enrolled. It 
was first thought that this $2 per pupil 
would follow the pupil, but we later 
realized that this would not be practical 
owing to the fact that approximately 
one-third of the total elementary school 
enrollment in the counties in the state 
attended one- and two-room schools. 
The enrollment in these schools, there- 
fore, was so low that they would not 
receive sufficient aid from the state to 
purchase audio visual equipment for 
such small school units. These small 
schools will, therefore, have to be 
grouped to include a sufficient number 
of pupils at the $2 per capita to permit 
the purchase of the audio visual equip- 
ment, and they will have to share the 
use of such equipment with other 
schools in the group. For these schools 
there will have to be an equipment pool. 
Governor Darden recognized the 
fact that before such audio visual 
teaching aids could be used the school 
buildings would of necessity have to be 

provided with electric power. 
NOV. 8, 1945 
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FP governor first called J.G. Holtz- 
claw, president of the Virginia 
Electric & Power Company, one of 
the larger private utilities serving elec- 
tric power in the state of Virginia, to 
lay before him his plan for providing 
electric service to the public schools in 
the state not now having such facilities. 
Since the central office of this corpora- 
tion is located in Richmond, Virginia, 
this seemed to be the logical starting 
point. Mr. Holtzclaw became interested 
immediately and assigned the task of 
working up the study to C. P. Spellman 
and A. G. Wilson of his rural electrifi- 
cation staff. 

We assembled the fundamental data 
for the program in this division. For- 
tunately the division of school build- 
ings in the state department of educa- 
tion has maintained since 1935 a public 
school building inventory, and this in- 
ventory is kept current by returning to 
the division superintendents over the 
state a copy of the records for each pub- 
lic school building at the close of each 
school year. The division superintend- 
ents bring up to date the records of 
these public schools in their divisions 
and return them to the division of 
school buildings, after which such rec- 
ords are transferred to the permanent 
books. This inventory lists in detail all 
of the physical properties of the public 
school plants in addition to enroll- 
ments, number of pupils transported, 
etc. Each public school is given an in- 
dex number which it retains perma- 
nently. All of the schools are located 
on permanent county maps bearing 
their index numbers for location and 
name. From this inventory we were 
able to determine the names and loca- 
tion of every public school in the state 
not now having electric facilities. 


NOV. 8, 1945 


C &x results of this investigation 
showed that there were 4,112 
rural school plants in the state of Vir- 
ginia; that is, county schools. Of this 
number 2,100, or 51 per cent, were 
without any electric facilities. There 
were 13,000 classrooms in all of the 
rural school plants, and of this number 
5,000 classrooms, or 38 per cent, were 
in buildings not having electric facili- 
ties. Practically all of the 2,100 schools 
not now having electric facilities are of 
the smaller type, five rooms and under. 
In the reorganization plan for public 
schools in the state most of these 
schools will be consolidated at some fu- 
ture time. In view of the fact that the 
cost for providing the electrical facili- 
ties for these schools is so low, along 
with the fact that the exact time for 
consolidation of such schools is inde- 
terminate, we feel that the expenditure 
of such funds is justified in order that 
the children attending these schools 
may now receive the benefits of 
audio visual teaching aids. These 
small schools are generally scattered 
throughout the counties of the state. 
However, the heaviest concentration of 
these schools occurs in the mountainous 
section in the southwest part of the 
state where road conditions have not 
developed to the point where consolida- 
tion is practical. The highest number 
of such schools in any one county is 93. 

During the session 1943-44 there 
were 420,000 pupils enrolled in the 
rural schools. Of this number 120,000, 
or 29 per cent, were housed in buildings 
without electric facilities. Since ap- 
proximately 30 per cent of all public 
school pupils enrolled in county schools 
attended schools without electric facili- 
ties, it was essential that such facilities 
be provided for these schools in order 
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that this number of pupils might be 
given an equal educational opportunity 
of learning in terms of modern teach- 
ing methods. 


6 Virginia Electric and Power 
Company operates in all or part of 
57 of the 100 counties in the state. This 
area covers generally the eastern and 
central portion of the state. We made a 
list of all of the public schools in those 
57 counties not now having electric 
power, with their location on maps, and 
it was with this data that we began the 
study. 

The Virginia Electric and Power 
Company was, of course, concerned 
first with the number of miles of trans- 
mission lines necessary to reach all of 
the schools. We all realized from the be- 
ginning that such lines could not be run 
on a sound financial basis to accommo- 
date only these public schools. On the 
large-scale aerial maps on which the 
power company keeps the record of 
their transmission lines are shown also 
the farm dwellings. In working up the 
ctudy the power company was inter- 
ested in the number of potential cus- 
tomers located on the transmission 
lines proposed to be run to accommo- 
date these publi schools. These data, of 
course, were of prime importance to the 
power company and, at the same time, 
became an essential factor in the pub- 
lic school electrification program. Most 


of the private utilities, codperatives, 
and the Rural Electrification Adminis- 
tration companies had planned postwar 
extensions to company lines. 

The Virginia Electric and Power 
Company had an extensive expansion 
planned for their transmission lines. 
The company’s line maps showed ex- 
isting company lines and planned ex- 
tensions of company lines. The public 
schools in question were then located on 
the company’s line maps. We soon 
found that not all of these schools 
would fall on either existing company 
lines or planned extensions of company 
lines. We therefore had to make pro- 
vision in the study for two additional 
classifications in order that all of these 
public school buildings might receive 
electric service. Some of these schools 
were then to be located on unplanned 
extensions to company lines, and others 
on unplanned extension to planned ex- 
tensions of company lines. 


r took about three weeks to complete 
the study on public schools located 
in the territory served by the Virginia 
Electric and Power Company not now 
having electric facilities. When the 
study was completed Mr. Spellman and 
Mr. Wilson submitted their report to 
Mr. Holtzclaw. 

This report indicated that there are 
215 public schools adjacent to existing 
company lines which would require no 


e 


wili be used must be designed so that good conditions for 


q “CLASSROOMS or assemblies in which the audio visual aids 


showing pictures will exist. Provision must be made to 
darken the room in which the audio visual aid equipment 
will be used. This equipment will also provide sound-on-film, 
and it is necessary that such rooms be acoustically treated 


for proper hearing.” 
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additional transmission lines. There 
were 136 public schools adjacent to 
planned extensions of company lines, 
which would require 418 additional 
miles of transmission lines. There were 
105 public schools that could be served 
from unplanned extensions of company 
lines, requiring 132 miles of additional 
transmission lines. There were 44 pub- 
lic schools that could be served from 
additional extensions to planned exten- 
sions of company lines, requiring 257 
miles of additional transmission lines. 

Mr. Holtzclaw then advised the gov- 
ernor that the Virginia Electric and 
Power Company would be glad to 
assist in forwarding the program, and 
that it would run such electric service 
to the public schools located in the terri- 
tory which it serves, and that the com- 
pany would defray this expense if the 
localities would attend to the wiring of 
the school buildings. 

The governor then called M. C. 
Funk, vice president of the other large 
private utility, the Appalachian Elec- 
tric and Power Company, the central 
office of which is located in Roanoke, 
Virginia, to discuss with him the plan 
for providing electric service to public 
schools in Virginia not now having 
such service. Mr. Funk was very inter- 
ested, and expressed the desire to work 
with us on the program. I went to Roa- 
noke for a meeting with the officials 
of the Appalachian Electric and Power 
Company to discuss with them the de- 
tails of the program. This company op- 
erates in all or part of 29 of the 100 
counties in the state. 


W: assembled the same data for 
the Appalachian Electric and 
Power Company as was used for the 
study with the Virginia Electric and 
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Power Company. I explained to the 
officials of this company the technique 
of locating the schools in question on 
their line maps, and requested them to 
follow the same classification that we 
had worked out with the Virginia Elec- 
tric and Power Company. 

Mr. Funk directed his staff in their 
two districts, Roanoke-Lynchburg and 
Bluefield, to complete the study. It took 
about three weeks for the completion 
of this part of the study, at which time 
Mr. Funk’s secretary called and asked 
for another meeting with me in Roa- 
noke. I returned to Roanoke for this 
meeting to find the report was ready. 

The study by the Appalachian Elec- 
tric and Power Company indicated that 
there were 264 public schools adjacent 
to existing company lines, which would 
require only 2.46 additional miles of 
transmission lines. There were 242 
public schools adjacent to planned ex- 
tensions of company lines, which would 
require 734.4 additional miles of trans- 
mission lines. There were 85 public 
schools that could be served from un- 
planned extensions of company lines, 
which would require 163.9 additional 
miles of transmission lines. There were 
65 public schools that could be served 
from additional extensions of planned 
extensions of company lines, which 
would require 228.8 additional miles of 
transmission lines. 

Mr. Funk advised me at the meeting, 
and later confirmed this information by 
letter to the governor, that his com- 
pany will assist in forwarding the pro- 
gram, that it would run such elec- 
tric service to the schools in the terri- 
tory which it served, and that the com- 
pany would defray this expense if the 
localities would attend to the wiring of 
the buildings. 
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Audio Visual Aids for Public Schools 


4 Psp visual aids have a definite place in any recreational program 

on the school, community, and adult levels. ... There is no other 

single institution better suited to accept the responsibility for community 

activities than the public school. The public school is the major factor 

in improving community life. Likewise the community should offer edu- 
cational resources to be used by the schools.” 





it was found necessary to seek this 


same agreement from the codpera- 
tives and the Rural Electrification Ad- 
ministration companies and other pri- 
vate utilities operating in the state. 
There are 43 such companies operating, 
providing electric power throughout 
the state. It has been quite an under- 
taking to contact so many companies 
but most of them have been ap- 
proached, and we have assurance that 
all the public schools not now served 
with such service will have such serv- 
ice available. 

The corporation commission, under 
whose jurisdiction the public utilities 
come, maintains a register of the 43 
licensed companies serving electric 
power in the state, along with the coun- 
ties in which each operates. The list 
of 2,100 schools without electric facili- 
ties was broken down by counties, and 
each company was mailed a list of such 
schools for the counties in which it op- 
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erates. They were alsomailedaspotmap 
showing the location of these schools. 
The companies used the data furnished 
to spot the schools in question on their 
line maps to determine the extent of 
planned or unplanned lines necessary to 
serve the public schools in their terri- 
tory. The power companies used the 
large-scale aerial maps of each county 
on which they marked in colored 
crayon all existing transmission lines in 
the county. On another set of similar 
maps they have marked planned exten- 
sions in colored crayon. The officials of 
the power companies located the 
schools in question on the maps fur- 
nished, and then transferred this in- 
formation to their line maps in order 
to determine which classification the 
school would fall under. In cases where 
the schools were located on neither ex- 
isting company lines nor planned ex- 
tensions of company lines the officials 
of the company could then determine 
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how many miles of unplanned exten- 
sions would be required to reach this 
group of schools. 


HE public utilities were asked to 
classify the schools according to 
the following: 


A. Number of rural schools without 
electric facilities adjacent to existing 
company lines. 

B. Number of rural schools without 
electric facilities adjacent to planned 
extensions of company lines. 

C. Number of rural schools without 
electric facilities that could be served 
from unplanned extensions of com- 
pany lines. 

D. Number of rural schools without 
electric facilities that could be served 
from additional extensions to planned 
extensions of company lines. 


The replies from all of the com- 
panies have not yet been received, but 
the many that have been received defi- 
nitely indicate an enthusiastic ap- 
proval of the program, with assurance 
to the governor on the part of the co- 
Operatives and Rural Electrification 
Administration companies, as well as 
the private utilities, that they will pro- 
vide the service to the public schools at 
no direct cost to the communities or the 
State. 

The accompanying tabulation of re- 
plies as of September this year indi- 
cates that 580 school buildings not now 
having electric facilities may be served 
at once, since they are on existing com- 
pany lines. This is the “A” group of 
schools, on which we propose to begin 
the actual program of electrical in- 
stallation. (See table on page 637.) 

The tabulation also indicates that 
453 school buildings not now having 
electric facilities may be served on 
planned extensions of company lines. 
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This will require 1,237 miles of trans- 
mission lines. This is the “B” group 
of schools, which will receive electric 
installation as soon as the power com- 
panies can obtain the material and 
labor to erect the planned transmission 
lines. 

The tabulation also indicates that 
201 school buildings not now having 
electric facilities may be served on un- 
planned extensions to company lines, 
which will require 304 miles of trans- 
mission lines. This is the “C” group 
of schools which will receive electrical 
installation next in order. 

The tabulation also indicates that 
117 school buildings not now having 
electric facilities may be served on ad- 
ditional extensions to planned exten- 
sions of company lines. This is the 
“D” group of schools which will re- 
ceive electrical installation next in 
order. 


HE objective in this whole pro- 

gram is to provide an opportunity 
to all public school pupils in the state 
of Virginia to receive the benefits from 
audio visual teaching aids and ade- 
quate artificial illumination. The find- 
ings of experiments in the proper use 
of audio visual aids in teaching and 
learning show that learning is im- 
proved in the following ways: 


A. Increases initial learning. The 
pupil immediately understands the 
idea when learning materials are re- 
produced on screens. 

B. Promotes economy of time in 
learning. In viewing a picture the 
pupils conceive the idea of the total 
learning situation. For instance, the 
picture of a laborer threshing peanuts 
is grasped as a whole, so that the pupil 
can understand the entire subject. 

C. Increased permanence in learn- 
ing. The pupils are able to retain for 
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longer periods of time that which they 

learn from audio visual aids. 

D. Aid in teaching retarded children. 

E. Motivate learning by increased 
interest, attendance, activity, voluntary 
reading, and group participation. 

The interest created by visual pres- 
entation causes these pupils more dili- 
gently to pursue the materials he is re- 
quired to learn. 

The following experimental refer- 
ence is not quoted with the idea that 
conclusive tests have been determined 
on the use of audio visual aids, but 
these experiments are quoted to indi- 
cate a definite trend towards better 
learning by use of such teaching 
methods. 


N one experiment in which conven- 

tional teaching of American his- 
tory was compared with teaching 
through the use of photoplays, it was 
found in general that the pupils’ learn- 
ing was increased by about 19 per cent. 
In another experiment pupils learned 
25 per cent more by the use of photo- 
plays, and remembered 27 per cent 
more after three months. In an- 
other experiment it was found that 40 
per cent more reading was done, and 
a larger percentage of the class chose 
to read. In still another experiment the 
film group excelled the nonfilm group 
by 33 per cent in learning skills. 


We recognize, of course, that there 
are many other factors involved before 
such a program can be effectively 
used. Care must be taken in selecting 
the pictures, and the pictures them- 
selves must be technically correct. 

Classrooms or assemblies in which 
the audio visual aids will be used must 
be designed so that good conditions for 
showing pictures will exist. Provision 
must be made to darken the room in 
which the audio visual aid equipment 
will be used. This equipment will also 
provide sound-on-film, and it is neces- 
sary that such rooms be acoustically 
treated for proper hearing. There 
should also be adeqate convenient 
electric outlets so that the equipment 
may be operated from more than one 
location if desired. 

The equipment must also be easily 
accessible to the teacher. It is necessary 
that teachers be given thorough in- 
struction in the use of audio visual 
equipment, and they must plan their 
lessons with extreme care in order that 
the picture may be projected at the 
right time in the learning process, else 
the effectiveness will be largely lost. 


aA visual aids have a definite 
place in any recreational pro- 
gram on the school, community, and 
adult levels. The war has taught us 
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having electrical facilities were built before the state of Vir- 


q “THE great majority of the 2,100 public schools not now 


ginia had effective laws requiring adequate natural lighting. 
It was not until 1928 that the state board of education set 
up ‘Minimum School Building Requirements’ which re- 
quired approval of all plans and specifications for public 
school buildings by the state and division superintendents. 
One of the requirements was the provision of 20 per cent of 
the classroom floor area in glass area, or natural lighting.” 
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just how desperately the community 
needs the unifying influence of recrea- 
tional programs. There is no other 
single institution better suited to ac- 
cept the responsibility for community 
activities than the public school. The 
public school is the major factor in im- 
proving community life. Likewise the 
community should offer educational 
resources to be used by the schools. 
The recreational program should con- 
sist of a great deal more than physical 
activity. It should include opportunity 
for music, both vocal and instrumental, 
art appreciation, forums, etc. Audio 
visual aids should play a vital part in 
this total program. 

In the program to provide electric 
facilities for all public schools in the 
state the governor felt that not only 
would such facilities enable the pupils 
to receive the benefit of modern teach- 
ing aids, but the lack of adequate arti- 
ficial illumination which has been prev- 
alent for so long a time in public 
schools could also be corrected. The 
proper illumination of a classroom is 
one of the most important factors to 
be considered for the conservation of 
vision, efficiency, ease, and comfort of 
children in their many school activities. 
In testing the intensity of artificial il- 
lumination on the pupils’ desks in 
schools that are provided with elec- 
trical facilities, it was found that the 
intensity of light rarely exceeded 10 
foot-candles. As stated previously, the 
120,000 school children attending 
school in the 2,100 public schools 
without electric facilities had no means 
whatsoever to receive the proper light 
from artificial means. We estimate 
that 70 per cent of the classroom units 
in rural schools are either inadequately 
lighted, or have no artificial light. 
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— leading authorities on 
adequacy of light intensity have 
not reached perfect agreement, most 
authorities advocate a minimum in- 
tensity of light on the pupils’ desks 
in classrooms of 20 foot-candles. We 
are proceeding on this basis for the 
rural electrification program for public 
schools. Many public schools through- 
out the state of Virginia have inade- 
quate natural lighting. This fact 
makes it all the more necessary that 
such schools be provided with adequate 
artificial lighting to supplement nat- 
ural lighting. 

Another factor will enter into the 
adequacy of light ; that is, the provision 
of proper window shades and the 
proper adjusting of such window 
shades throughout the day by the 
teacher. On overcast days artificial il- 
lumination is necessary to bring up the 
intensity of light to the desirable mini- 
mum, even when the classroom is pro- 
vided with 20 per cent natural light. 
The great majority of the 2,100 public 
schools not now having electrical facili- 
ties were built before the state of Vir- 
ginia had effective laws requiring ade- 
quate natural lighting. It was not until 
1928 that the state board of education 
set up “Minimum School Building Re- 
quirements” which required approval 
of all plans and specifications for pub- 
lic school buildings by the state and 
division superintendents. One of the 
requirements was the provision of 20 
per cent of the classroom floor area in 
glass area, or natural lighting. Many 
of these older buildings do not have 
more than 10 per cent of the classroom 
floor area in natural light, which will 
result in a constant deficiency in light- 
ing unless artificial illumination is 
provided. 
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A SECOND Senate committee voted 
against creation of a Missouri 
Valley Authority on October 18th and 
the legislation headed for hearing before 
a third, whose chairman has said he con- 
sidered the study “futile.” 

The Irrigation Committee voted, 12 
to 2, against the measure, and its author, 


Senator Murray, Democrat of Montana, 


failed in efforts to delay Senate receipt of 
the unfavorable report until a minority 
finding could be made. Senators Langer 
(Republican, North Dakota) and Mit- 
chell (Democrat, Washington) were the 
dissenters, 

Under unusual procedure, the measure 
now goes before the Agriculture Com- 
mittee. Its chairman, Senator Elmer 
Thomas (Democrat, Oklahoma), told a 
reporter sometime ago that he believed 
it would be “futile” for his committee 
to consider the bill should it be turned 
down by the Irrigation Committee. 


* * * * 


LANK-CHECK authorization of multi- 
millions of dollars to the Rural 
Electrification Administration for un- 
specified loans for purposes undefined 
will not contribute to the objective of 
making electricity available to the most 
farmers at the cheapest price. In fact, 
the pending Poage Bill to authorize 
$580,000,000 to REA at a time when it 
has on hand $300,000,000 in unexpended 
funds is open to suspicion from all true 
friends of electric cooperatives. 

This was the burden of the testimony 
last month by two Minnesota witnesses 
before the Federal power subcommittee 
of the House Interstate and Foreign 
Commerce Committee. They were C. H. 
Gelder, manager of the Dakota County 
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Electric Codperative, of Farmington, 
Minnesota, and Lee M. Nelson, manager 
of Municipal Utilities, Rochester, speak- 
ing for the Minnesota Municipal Util- 
ities Association. 

The witnesses presented an elaborate 
statistical, accounting, and engineering 
study to show that the Federal REA in 
forcing local co-ops to build their own 
generating plants and transmission lines 
had burdened them with heavy costs and 
unnecessary debt which would hold them 
that much longer in the banker bondage 
of Federal control. 

Gelder told the subcommittee chair- 
man, Representative Oren Harris (Dem- 
ocrat, Arkansas) : 


The facts and figures which have just been 
presented to you show conclusively that these 
millions of dollars are being wasted, that 
they will result in a greater and higher cost 
of electricity to our farmers, and that it will 
burden the codperatives, who must meet 
these obligations, with an indebtedness which 
they cannot expect to pay. We feel that ef- 
forts will be made to again try to force our 
coéperatives to join in this tremendous bur- 
den of debt and threaten the success of our 
enterprises. 

We have studied and analyzed this ques- 
tion for the past eight or ten years, and we 
are convinced that something should be done 
at once to put a stop to this kind of a policy, 
both to insure the success of rural electrifi- 
cation in general, and especially to protect 
our own cooperatives from the possibility of 
an attempt to force them into joining such 
a project. 

As has been pointed out to you, our studies 
and investigations indicate conciusively that 
wherever these power projects have been de- 
veloped, they are becoming a burden upon 
the codperatives served therefrom, will 
jeopardize their ability to repay the loans, 
and will result in a higher cost of electricity 
service to farmers. 

These unfortunate codperatives have been 
obliged to sign contracts for twenty-five 
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years without any guaranty as to price and 
have no recourse other than to obligate them- 
selves for the payment of these huge loans. 

It seems apparent to us that the hundreds 
of millions of dollars being requested in this 
bill are in no way necessary for the purpose 
of bringing electricity to the greatest number 
of farmers at the lowest possible cost and, 
therefore, we can arrive at no other conclu- 
sion than that this money is planned to be 
spent for the building of power projects such 
as we have seen built in the past, which have 
been proved conclusively to be a waste of 
money and which can serve no good purpose 
in the success of rural electrification. It 
must be obvious to even a layman that to 
duplicate existing facilities, establish dupli- 
cate investments in power plants and trans- 
mission lines, cannot help but increase cost 
when existing facilities are already available 
from which service can be obtained at low 
rates, 

The success of the codperatives in our 
area proves this to be the fact and in con- 
trast thereto, the huge deficits being piled up 
by these power codperatives as has been 
pointed out to you in this presentation should 
convince anyone that these hundreds of mil- 
lions of dollars being requested in this bill 
are simply going to jeopardize the whole 
success of the rural electrification program, 
increase the cost of electricity service to 
farmers, burden these codperatives with a 
huge indebtedness which they cannot dis- 
charge, and discredit the REA program in 
the eyes of the voters and taxpayers. 


*x* * * * 


AX STARCKE, general manager of 

the Lower Colorado River Au- 

thority, announced last month that serv- 

ice had been restored to LCRA’s electric 

customers, and he declined an invitation 

to discuss the strike on a political club’s 
forum. 

The Travis County Active Democrats 
Club had invited Starcke and a rep- 
resentative of the International Broth- 
erhood of Electrical Workers to debate 
the issues involved in the strike. 
Starcke’s public statement said in part: 


Since the LCRA cannot and will not give 
jobs to the men who participated in the 
strike, and since the strike is over and serv- 
ice has been restored, it is useless to spend 
time and energy in talking about the past. 
The board of directors of the LCRA has 
adopted a program to proceed vigorously 
in selecting a new personnel to replace the 
men who participated in the strike. 


The LCRA announced on October 
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13th it would not seek to make perma- 
nent a temporary injunction it obtained 
October 4th restraining members of 
Local 520, International Brotherhood of 
Electrical Workers (AFL), from enter- 
ing property of the authority. 

“We feel that the temporary injunction 
has served its purpose,” said Mr. 
Starcke. 

The injunction was issued several 
days after a strike of union operating 
employees shut off power to more than a 
score of central Texas towns. 


x * * ** 


EAR that forces fighting creation of 
F a Missouri Valley Authority would 
proceed with construction of flood- 
control, power, and soil conservation 
dams to the detriment of the state was 
voiced to the St. Louis Post-Dispatch 
last month by C. Vern Peak of Rich Hill, 
chairman of the Missouri House Flood 
Control Committee. 

Peak expressed his apprehension fol- 
lowing his request in the house on Oc- 
tober 10th that Congress be asked to 
withhold further action in authorizing 
the Army Engineers to begin construc- 
tion of dams in Missouri until the state 
department of resources and develop- 
ment could report on the advisability of 
such projects. 

“While strong pressure groups are 
urging passage of MVA legislation in 
Congress, some of the forces which are 
fighting an MVA are hurrying to carry 
out the Federal flood-control program,” 
Peak said. “Such hasty action likely will 
be injurious to the state.” 

He pointed out that the department of 
resources and development had been 
designated by Governor Donnelly to re- 
port on advisable state policy in connec- 
tion with such dam construction. He said 
the department had not had sufficient 
time to make recommendations. 

Peak said his protest was directed at 
a measure before Congress which would 
appropriate funds for a dam at Osceola, 
Missouri, for flood-control and soil con- 
servation purposes. The broad Flood 
Control Act passed last year by Congress 
authorized construction of the dam at 
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Osceola and of five other dams in Mis- 
souri. The appropriation for the dam at 
Osceola is contained in a deficiency ap- 
propriation bill for the War Depart- 
ment. 

Peak’s request for immediate action 
on his proposal for a protest to Congress 
was opposed by several Missouri house 
members. 

John J. Endres, of Perryville, said 
that he was vitally interested in flood 
control but he did not want to take the 
position of asking Congress to delay 
further action. “I do not want work to 
stop for one day on present flood-control 
projects or on the MVA, if it is a- 
dopted,” Endres said. 

Peak consented to deferring consider- 
ation of the remonstrance and it was re- 
ferred to his flood-control committee. In 
his remonstrance, Peak pointed out that 
the Federal Flood Control Act stated 
that it was the policy of Congress to rec- 
ognize the interests and rights of states 
in determining development of water 
management programs. 


* * * x 


RESIDENT Truman recently squelched 

the favorite argument of MVA op- 
ponents that a Missouri Valley Author- 
ity would be undemocratic and un- 
American, John H. Becker, executive 
secretary of the regional committee for 
MVA, said at Omaha. 

In referring to TVA, the pattern for 
an MVA, the President said at Gilberts- 
ville, Kentucky: “By all except a small 
minority, TVA is now regarded as a 
great American accomplishment of 
which all of us are proud.” He called 
TVA “an important experiment in de- 
mocracy” and lauded the “basic principle 
of the autonomous, regional basis,” the 
principle on which Senator Murray’s 
MVA Bill is based. 


* * * * 


XM “immediate” investigation of a 
complaint that the Boss Rag & 
Overall Laundry, a customer of the city- 
owned Magnolia gas plant, is charged 25 
per cent more than it would be by the 
two privately owned Houston gas com- 
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panies, was demanded last month by 
Mayor Pro Tem O’Banion Williams at a 
special council meeting. 

City Manager John N. Edy said that 
W. Clinton Owsley, city utilities rate ex- 
pert, who has been working fortwo 
years on rates of privately owned utili- 
ties, is now going to make a study of the 
city’s gas plant rates. The study would 
take about forty-five days, he said. 

Mr. Williams said he thought a cor- 
rection should be made quicker than that 
on the laundry’s complaint because it is 
the only customer in its bracket. 

“Two weeks?” Mr. Edy suggested. 

“No. Immediately,” Mr. Williams in- 
sisted. Edy said he would try to get it 
done by October 17th when council 
would have its regular meeting. 

“Tf the city plant can’t provide gas at 
rates comparable with other companies, 
we should sell out to the private com- 
panies and let them operate it,” Mr. Wil- 
liams opined. 

“No ad valorem taxes; no income 
taxes,” Councilman W. T. Carter, Jr., 
remarked, in reference to the city gas 
plant’s operating “edge” over the private 
companies. 

Edy said that last year the city-owned 
gas company showed a profit over what 
would have been required if it had had 
to pay taxes. 

“TI don’t know the per cent of profit 
because nobody knows what the invest- 
ment is,” he added. “We ought to have 
an appraisal to know if we are operating 
within a reasonable profit.” 


* * * * 


HE Ferry County Public Utility 
District No. 1 of Republic, Wash- 
ington, has received a loan allotment of 
$450,000 from the Rural Electrification 
Administration to finance the purchase 
of the transmission line and distribution 
system of the Republic Power Company 
and the construction of rural power lines 
in Ferry and Okanogan counties, Wash- 
ington, President J. R. Howard an- 
nounced last month. President Howard 
stated : 
This loan will finance the purchase of Re- 
public Power Company holdings and con- 
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struction of 230 miles of lines to provide 
electric service to 450 farms and other rural 
consumers, including users in the towns of 
Republic, Curlew, Malo, and Danville, 
Washington, as well as rural consumers in 
Okanogan county between Tonasket and Re- 
public. The system will be extended to the 
Canadian border on the north and to the Co- 
lumbia river on the south. 

Construction of new lines will be pushed 
as rapidly as materials and labor can be ob- 
tained, but due to the shortage of material 
very little actual new construction will be 
commenced until spring. During the mean- 
time, improvements will be made on its trans- 
mission lines and present distribution sys- 
tem. 


Since the public utility district of 
Ferry county was organized in 1936, this 
is the first loan that has been obtained in 
allotments from the REA. All operation 
expenses previously have been paid by 
tax levies provided by the laws of the 
state of Washington. 

It is the intention of the public utility 
district to take over the operation of the 
Republic Power Company’s system on 
November Ist, and the operation would 
be continued at present rates to con- 
sumers, but the public utility district ex- 
pects to be able to lower rates to con- 
sumers when its rural system is com- 
pleted. 

ye are 


RESIDENT Truman last month asked 

Congress for appropriations totaling 
$221,842,000 for the resumption of pub- 
lic works programs interrupted by the 
war. 

The recommendations included $128,- 
475,000 for the Corps of Engineers and 
$93,367,000 for the Bureau of Reclama- 
tion. 

Earlier in the month, he had re- 
quested $3,998,000 for the Civil Aero- 
nautics Administration, $25,000,000 for 
the Public Roads Administration, and 
$1,641,000 for the International Bound- 
ary Commission. 

Funds recommended for the flood- 
control program under the Army Engi- 
neers provide for the completion of 32 
deferred projects and resumption of 31 
projects expected to be completed by 
1948 and 29 others which will take 
longer. 
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© matter what the outcome of the 

American labor-management con- 

flict, one thing seems certain—members 

of labor unions want the solution worked 

out within the framework of free private 
enterprise, a recent Gallup poll shows. 

In the present poll, field reporters 
asked members of labor unions this ques- 
tion: 

Do you think the government should own 
the following things in this country: Banks? 
Railroads? Coal mines? Electric power 
companies ? 


The replies of labor union members 
in the survey to this question: 
Banks 
Government should own 
Government should not own 
No opinion 
Railroads 
Government should own 
Government should not own 
No opinion 
Coal Mines 
Government should own 
Government should not own 
No opinion 
Electric Power Companies 
Government should own 
Government should not own 
No opinion 
Throughout the country as a whole, 
the majority of all voters indicate their 
confidence in the system of free private 
enterprise in the way they vote on the 
above question. 
* * * * 


A by the Tennessee Valley Au- 
thority that the Monsanto Chemical 
Company owed it $133,874.81 for extra 
power furnished in 1943 and 1944 was 
upheld on October 16th in a declaratory 
judgment handed down by Judge Clar- 
ence Mullins in the United States Dis- 
trict Court. 

TVA claimed that over the fixed 
amounts of power in the contract, the 
chemical company owed $69,262.52 for 
power furnished in 1943 and $64,612.29 
for power furnished in 1944. 

In the suit, TVA stated that during 
the two years it sold the chemical com- 
pany extra power during 65-day periods 
in which the contract specified that sec- 
ondary power could be interrupted. 
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Ye House Labor Committee on Oc- 
tober 17th heard Clyde S. Bailey, 
executive vice president of the USITA, 
present oral testimony on behalf of that 
organization in opposition to the pro- 
posed minimum wage bills. (These bills 
generally propose an increase of the min- 
imum wage from 40 cents an hour under 
the present law to 65 cents an hour, and 
some of them propose an eventual in- 
crease as high as 75 cents an hour.) 
Explaining the USITA’s position that 
the present 500-station exemption in the 
Wage-Hour Law ought to be increased 
to 1,000 stations if the minimum wage 
is increased, Bailey was originally sched- 
uled to consume only about a half hour. 
But because of the interest shown by the 
Representatives present, Bailey actually 
was On the stand for an hour and a half. 
A number of hostile questions and 
their answers apparently served to make 
more of an impression on the members 
of the committee with respect to the ur- 
gency of the USITA plea for relief of 
smaller telephone companies from bur- 
densome provisions of the pending laws. 
Representative Patterson (Democrat, 
California), a member closely allied 
with the work of the CIO, subjected 
Bailey to a rapid-fire series of questions 
tending to minimize the effect of the pro- 
posed law on the total number of inde- 
pendent telephone employees. Patterson 
kept quoting the testimony of Secretary 
of Commerce Wallace, hinting that facts 
from such a source had more authority 
than testimony from an interested in- 
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dustry. Bailey held his ground, however, 
and suggested that Secretary Wallace’s 
figures (as quoted by Patterson) were 
“subject to some analysis.” After a brief 
and spirited exchange, it developed that 
Patterson had misread Secretary Wal- 
lace’s statistics to the extent of dropping 
three ciphers from the total number of 
employees said to be affected by the law. 


r his principal statement Bailey de- 
scribed the service relation of the in- 
dependent industry to that of the Bell 
organization, especially in smaller com- 
munities, and pointed out that the pro- 
posed legislation would bring about 
“wholesale telephone increases and de- 
prive thousands of workers of jobs.” He 
pointed out that the principal station 
telephone earnings of independent tele- 
phone companies are already far lower 
than those of companies which have the 
benefit of higher rates because they serve 
larger cities. He insisted that testimony 
for the government to the effect that the 
difference between living costs in large 
cities and small towns was only about 
10 per cent was unrealistic. He charged 
it failed to take into account such items 
as home-raised garden supplies and other 
foods, fuel, the lack of need for local 
transportation expense, and so forth. 
As to the possible loss of jobs, Bailey 
said that if the wage costs of our com- 
panies are increased, many of our tele- 
phone companies will be compelled to 
take three steps: (1) Curtail telephone 
service as it is known today ; (2) convert 
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as soon as possible to dial operations; 
(3) go in for wholesale rate increases. 
Referring to the first item, Bailey 
spoke of the possibility that small tele- 
phone exchanges might even be com- 
pelled to resort to the elimination of long- 
distance telephone service in order to re- 
move themselves from the status of 
interstate commerce which brings them 
under the statutory jurisdiction of the 
Wage-Hour Administrator. He stressed 
that any telephone company, however 
small, would be most reluctant to take 
such an extreme measure, but that eco- 
nomic necessity might conceivably make 
this a matter of serious consideration. 
Representative Welch (Republican, 
California) questioned Bailey closely on 
the effect of high operating costs under 
the Wage-Hour Law on service discon- 
tinuances. Bailey replied that it was im- 
practicable to attempt to trace the exact 
cause of a specific service discontinuance 
by such methods as asking the subscriber 
whether he had given up his service be- 
cause of the Fair Labor Standards Act. 
But he repeated that the net effect of 
high operating costs has in many prov- 
able instances in past years resulted in 
loss of subscriber stations, particularly 
in rural areas, simply because the sub- 
scribers did not feel they could afford 
to pay for such service as was available. 


R. Crow ey, Jr., secretary of the 

e Minnesota Independent Telephone 
Association, had also been originally 
scheduled to appear before the House 
committee, but instead submitted a writ- 
ten statement in view of the decision of 
the committee to cut down on the number 
of witnesses. His statement generally 
followed the lines of his previous pres- 
entation before the Senate Labor Com- 
mittee. 

Earlier, on October 9th, before a sub- 
committee of the Senate Committee on 
Education and Labor, the USITA ex- 
pressed opposition to the pending Pepper 
65-75-cent minimum wage bill, S 1349. 
Three members of the subcommittee 
were present: Senators Tunnell (Dela- 
ware), Ellender (Louisiana), and Smith 
(New Jersey). The association’s prin- 


cipal presentation was by Secretary 
Crowley, chairman of the wage-hour 
sub-committee of the USITA’s employ- 
ment relations committee ; and the other 
by the executive vice president, Clyde S. 
Bailey. 

Mr. Crowley told the story of the in- 
dependent companies, of their early 
struggle for existence, and of the pe- 
culiar conditions surrounding them to- 
day. He told about living conditions and 
costs in our small towns and contrasted 
them with those in the large communities. 
He talked about small-town rates and 
small-town telephone earnings. He sub- 
mitted figures to show the effects of an 
increase in the minimum wage upon rep- 
resentative companies—upon their earn- 
ings, upon their rates, and upon their cus- 
tomers. 

x* * * * 


HE Southwestern Bell Telephone 

Company has received authority 
from the Federal Communications Com- 
mission to install radiotelephone service 
in 12 of its own repair trucks and to con- 
struct a land station to provide the serv- 
ice, company officials announced recently. 
Construction will begin as soon as ma- 
terials and equipment are available. 

Applications by the company to install 
the service in 150 vehicles in the St. 
Louis area are pending before the FCC 
and, if granted, would be used to serve 
customers who have already asked for 
this service, the company said. Cus- 
tomers having the service would be able 
to call any telephone desired. 

First installations will go to public 
utilities, express companies, newspapers, 
railroads, ambulances, and electric pro- 
tection companies. The service would be 
extended later to taxicabs, trucking and 
repair companies, physicians, and others 
demonstrating a need for it, the company 
said. 

se -- @ 2 


W's increases of $4 a week in start- 
ing rates and $2 a week in top 
rates were awarded on October 15th to 
approximately 9,000 down-state plant 
department employees of the New York 
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Telephone Company. The _ telephone 
commission of the National War Labor 
Board awarded the increases retroactive 
to November 1, 1944, the expiration date 
of the previous contract. 

The United Telephone Organizations, 
independent, had requested a $1.60 
weekly increase under the Little Steel 
formula in addition to a $4 weekly gen- 
eral increase. The company had pro- 
posed a $2-a-week increase in top rates 
for all jobs. 

Under the new schedules the starting 
rates vary from $23 to $24 weekly and 
the top rates reach a maximum of $72 a 
week. An agreement between the parties 
approved by the commission provides a 
night shift differential of $7 for em- 
ployees earning $70 a week or more. 

In another decision the commission di- 
rected the same increases of $4 in start- 
ing rates and $2 in top rates for plant 
employees in the Long Lines Department 
of the American Telephone and Tele- 
graph Company in New York city. All 
plant clerical employees received in- 
creases of $3 in the minimum rates and 
$2 in the maximum rates. 


* * * * 


wo major problems which directly 

concern the future of television, 
one of the most promising of the post- 
war industries, were before the Federal 
Communications Commission recently as 
it concluded hearings on proposed rules 
for commercial broadcasts which may be 
seen as well as heard. These are: 


1. What assurances should be given 
broadcasters and the public about the 
continued use of present channels, in 
view of indications that sometime the 
industry will move “upstairs” to 
higher frequencies. 

2. How to allocate available chan- 
nels to encourage development and 
permit a maximum number of stations 
to operate. 


When these questions are answered 
television is expected to begin to make its 
bid for wider attention from the public— 
through the broadcasting of more pro- 
grams and through the sale of home re- 


NOV. 8, 1945 


ceiving sets on a greatly increased scale, 
In two days of hearings the FCC took 
testimony from more than a dozen com- 
panies which have applied for com- 
mercial television licenses. The concern 
of numerous witnesses over the first 
problem mentioned above was expressed 
by Allen D. DuMont, of the DuMont 
Laboratories and station WABD in 
New York, who stated: 
In spite of the fact that I have been en- 
gaged in television development since 1928 
. . . I hesitate to gé-ahead on the present 
premise unless the commission assures the 


public and the industry that the proposed 
allocations will remain at least for ten years. 


The FCC has available for commercial 
use—that is, for license to stations that 
would be permitted to sell advertising 
time—13 television channels, which are 
in the frequencies below 300 megacycles. 
At the same time, it is encouraging the 
experimental use of frequencies in the 
higher range from 480 to 920 mega- 
cycles. There is more space in the higher 
frequencies and, the FCC has found, 
color pictures and superior black and 
white pictures can be transmitted. 


oe W. KEsTEN, executive vice pres- 
ident of the Columbia Broadcasting 
System, told the commission that his 
company succeeded only that week in 
transmitting pictures “in magnificent 
color” across the crowded New York 
sky line by use of the ultra high fre- 
quencies. 

Testimony before the commission 
showed that home receiving sets designed 
for the lower frequencies could not re- 
ceive programs in the higher frequencies. 

“If the individual member of the 
public realizes that he is purchasing a 
receiver which may become obsolete and 
worthless within a comparatively short 
time,” stated John Shepard, of the 
Yankee network, “we doubt if a great 
many receivers will be sold. If the public 
buys receivers in ignorance of the fact 
that they may have only a short-term 
life, we fear later knowledge of the truth 
may bring strong reactions against tele- 
vision itself.” : 

The problem of allocating channels in 
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WIRE AND WIRELESS COMMUNICATION 


the frequencies now available for com- 
mercial stations centers on the large New 
York market. A total of 13 channels are 
available, of which 7 (on alternating 
bands) may be used in one area. 

In New York the FCC proposed to al- 
locate 4 channels, spotting the other 3 in 
cities in that general vicinity. Numerous 
witnesses, including the Television 
Broadcasters Association, urged that 7 
channels should be given New York, be- 
cause of the importance of that city as 
a development center. Fourteen applica- 
tions are on file. 

The use of directional antennae, which 
were extensively developed in connection 
with radar during the war, would make 
possible the employment of 7 channels 
in New York, it was argued, as well as 
corresponding increases in the number 
of stations in other cities. 

Niles Trammell, president of the Na- 
tional Broadcasting Company, also 
urged that more channels be allocated to 
New York. 

Baltimore, under the FCC proposal, 
would have three channels. Four appli- 
cations are on file, from Hearst Radio, 
Inc., Maryland Broadcasting Company, 
the Tower Realty Company, and Joseph 
M. Zamoiski Company. 


* * * * 


MINIMUM hourly rate of 55 cents 

for all experienced employees of the 
Western Union Telegraph Company 
outside the metropolitan New York area, 
except foot and bicycle messengers, was 
ordered by the National War Labor 
Board on October 17th. Labor members 
dissented, however, from the exclusion 
of the foot and bicycle messengers, for 
whom the board ordered a starting rate 
of 45 cents an hour (they now receive 
40 cents) and 50 cents after thirty days. 
The employees, approximately 45,000, 
are represented by the National Codrdi- 
nating Board, bargaining committee for 
several AFL unions (including the Com- 
mercial Telegraphers Union and the 
International Brotherhood of Electrical 
Workers), which unions were certified 
last March as bargaining agents for all 
Western Union employees in all divi- 


sions of the company outside the metro- 
politan New York area. 

Thirteen issues were submitted to the 
board last September with an agreement 
of the company and unions to accept the 
board’s decisions. The board last month 
acted only on the issues of wages and 
seniority. Remaining issues will be con- 
sidered later. 

x~* * * * 


HE Bell system plans to add 2,100- 

000 miles of long-distance tele- 
phone circuits in the next year, or more 
than was added during the five years be- 
fore the war, Walter S. Gifford, presi- 
dent of the American Telephone and 
Telegraph Company, stated recently in 
remarks accompanying announcement of 
earnings. 

Mr. Gifford stated that the volume of 
Bell system business continues to in- 
crease and is at a record high. Unfilled 
orders for telephones were announced as 
21,000,000. He said: 

We are rapidly swinging back to peace- 
time production, and, in the areas where all 
we need to give service is telephone instru- 
ments, we expect to catch up by the end of 
this year or shortly thereafter. In those 
places where we must have new switch- 
boards, new cable, or new buildings, it will 
take longer—in some cases quite a little 


while. 
* * * * 


ope for early elimination of excise 
taxes on telephone service was 
seen in a recent statement by Chairman 
George of the Senate Finance Commit- 
tee that he would like to repeal war taxes 
at the beginning of 1946 wherever possi- 
ble. The House-approved tax bill al- 
ready provides that excise taxes on tele- 
phone service should be terminated on 
July 1, 1946. This would mean a reduc- 
tion in the existing tax on monthly bills 
for telephone service to 10 per cent. (It 
is now 15 per cent.) It would also reduce 
excise taxes on long-distance calls from 
25 per cent to 20 per cent and on tele- 
grams and cables from 25 per cent to 
15 per cent. If the Senate committee 
votes earlier reduction of the excise 
levies, the House is expected to follow 
suit. 
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Financial News 


Utility Studies by Wall Street 


Firms 


Trustow Hype, Jr., of Joseph- 

e thal & Co. recently prepared a 
study on Illinois Power Company. He 
concluded that the proposed sale of the 
investment in Illinois Terminal Rail- 
road for about $17,600,000 (plus tax 
savings) would pave the way for a debt 
reduction and refunding program. With 
dividend arrears certificates retiring, he 
estimated that “normal earnings should 
be between $2.65 and $3.50 per share, 
which should make the stock worth con- 
siderably more than the current market 
price of around 24.” He apparently did 
not take into account the convertibility 
of the preferred stock which, however, 
could perhaps be refunded. (The SEC 
has just barred North American and sub- 
sidiaries from voting any shares of 
Illinois Power for election of directors. ) 

In a study of Middle West Corpora- 
tion, Mr. Hyde concluded that the com- 
pany would probably distribute cash and 
securities worth $10 to $12 a share 
within the next six to nine months. Total 
assets should be worth at least $20 a 
share, he estimated. F. T. Sutton & Co. 
has also prepared a recent analysis on 
Middle West. 

H. Hentz & Co. recently prepared a 
review of National Power & Light. Call- 
ing attention to the current progress be- 
ing made in refinancing the major sub- 
sidiary, Pennsylvania Power & Light, 
the firm concluded that realizable value 
of National Power & Light common 
stock might work out at as much as $20 
per share, compared with the current 
price of 13. A study on the same com- 
pany was issued by Bear, Sterns & Co. 

Fitch Investors Service (as quoted by 
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and 
Comment 


By OWEN ELY 


Francis I. duPont & Co.) has prepared 
a pro forma estimate of $2.08 a share 
for General Public Utilities (the “when 
issued” stock of the reorganized Asso- 
ciated Gas & Electric), as follows: 
Associated Electric Co. (ex-Manila) $ .25 
Manila Electric Co. when rehabili- 
tated 
Additional earnings from GENGAS 
subsidiaries 
Savings on refunding 


Total per share 
Trustees’ report ex the above 


As part of its subscription service 
to clients, analyzing utility holding com- 
panies, Shields & Co. in the past few 
weeks has published brochures on Mid- 
dle West, National Power & Light, and 
Commonwealth & Southern. 

Recent studies have been prepared by 
Goodbody & Co. on American Telephone 
and Telegraph, North American Com- 
pany, United Light & Railways, and 
New England Power Association. 

Harold Young at Eastman, Dillon & 
Co. has prepared an analysis on “Public 
Utility Stocks Attractive for the Post- 
war Period,” featuring Public Service 
of Indiana, Southwestern Public Serv- 
ice, Central Illinois Electric & Gas, Pub- 
lic Service of Colorado, and Black Hills 
Power & Light. 

Hornblower & Weeks has issued a 
study of American Water Works & 
Electric, reaching the conclusion that 
“consolidated net income of $2,816,936 
in 1944, before special tax adjustments, 
may be expanded in postwar years to a 
figure ranging between $7,800,000 and 
$8,000,000, equivalent to $1.89-$1.95 on 
common share capital expanded by $20,- 
000,000.” The company has also pre- 


648 





FINANCIAL NEWS AND COMMENT 


red an analysis of American P&L. 

Eisele & King, Libaire, Stout & Co. 
has issued an analysis of Columbia Gas 
& Electric Company, reaching the con- 
clusion that future earnings on the com- 
mon stock (assuming completion of the 
present integration plans) might work 
out around $1.38 per share. 

Space prevents our describing in de- 
tail the bases for these various estimates 
or forecasts of earnings and values for 
holding company equities, and reference 
to the detailed studies themselves is es- 
sential if the figures are to be used in the 
current appraisal of holding company 


issues. 
™ 


Importance of the Standard Gas 
Decision 


t B decision of the circuit court of 
appeals (filed September 14th) in 
the Standard Gas & Electric Case, re- 
versing the lower court and sustaining 
the SEC, is interesting and important. 
The court reviewed the history of the 


passage of the Utility Holding Company 
Act and concluded (1) that the SEC has 


been assigned broad _ reorganization 
powers by Congress, the application of 
which the courts should not reéxamine 
in detail; and (2) that debenture bonds, 
having no specific lien and being issued 
in the present instance against common 
stocks held in the portfolio, are not true 
bonds in the usual sense of the term. As 
the court remarked, “the shareholders 
and debenture holders both come from 
the same common stock (that is, the 
shares of the companies in Standard’s 
portfolio) and cannot arise above their 
heredity. This identity of origin renders 
caste distinctions of little significance 
here. Consequently a general grant of 
power to reorganize, which has been held 
applicable to one group of securities hold- 
ers, as here, by the Otis decision, must 
be held applicable to the other. If Con- 
gress had meant otherwise, the distinc- 
tion between debenture holder and share- 
holder could all too easily have been 
made.” 

This particular case seems unlikely to 
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be carried to the Supreme Court on ap- 
peal and hence the court’s views may 
give the SEC considerable moral sup- 
port in its reorganization plans. In gen- 
eral, the district courts have supported 
SEC plans without undue delay; Judge 
Leahy’s handling of the Standard Gas 
Case proved an exception. 

The Supreme Court will shortly be- 
gin its study of the several cases, long 
on its calendar, which involve basic ques- 
tions of constitutionality of § 11. These 
cases, however, do not present the exact 
issue raised in the Standard Gas & Elec- 
tric Case. 

5 


Recent Security Offerings 


ASS volume of public util- 
ity financing has occurred since 
August 30th, when this topic was last 
reviewed. The accompanying table lists 
some twenty-seven issues recorded up to 
October 19th. A number of others (on 
which complete data are not yet avail- 
able) were being crowded into the last 
few days of October before the Victory 
Loan Drive, which will probably limit 
November financing to very small pro- 
portions. 

Issues expected during the balance of 
October included Dayton Power & 
Light bonds, Florida Power common 
stock, Montana Power bonds, Union 
Electric bonds and preferred stock, 
Pennsylvania Power bonds and pre- 
ferred stock, and Northern Natural Gas 
bonds. Central Arizona Light & Power 
common stock offering has been indefi- 
nitely postponed. 

Other pending issues which will prob- 
ably have to await completion of the 
bond drive are the bonds of Lake Su- 
perior District Power, Southern Natural 
Gas, Pacific Gas and Electric, Bellows 
Falls Hydro-Electric, Brooklyn Union 
Gas, Illinois Power, Jersey Central 
Power & Light, and Pacific Telephone & 
Telegraph. Banking groups have been 
formed for a large number of other is- 
sues, most of which will eventually take 
their turn in the 1946 calendar. 

There has doubtless been some pres- 
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sure on investment bankers, corporation 
counsel, and the regulatory commissions 
to push through as much of the refund- 
ing program as possible in 1945 in order 
to obtain substantial nonrecurring tax 
savings. 

A company in the EPT bracket 
can save about 854 per cent (in taxes) of 
the amounts charged off for call pre- 
miums on refunded securities ; next year 
the saving may be only 40 per cent. These 
savings are not usually reflected in net 
earnings as reported, but nevertheless 
are a substantial factor in cash accruals. 


* 
Natural Gas Stocks 


ESPITE cutbacks in munitions pro- 
duction resulting from the end of 
the war, thirty-six natural gas utilities 
reported a gain of 1.4 per cent in therm 
sales for the month of August compared 
with the same month of 1944; in the 
eight months ending August 31st the 
gain was 5.9 per cent, and for twelve 
months 6.5 per cent. 
The prices of natural gas stocks have 
advanced with the general utility market 


during the past quarter. Stocks showing 
the largest increments were Oklahoma 
Natural Gas, Consolidated Natural Gas, 
Pacific Lighting, El Paso Natural Gas, 
and Southern Natural Gas. Despite these 
gains the group continues to lag behind 
the electric-gas stocks, perhaps because 
of the more speculative character of 
some of the issues, and the less seasoned 
nature of the natural gas industry and 
its regulation. 


* 


Derby Gas & Electric 


I* the table of electric-gas operating 
company stocks in the September 
27th issue, page 450, the earnings of 
Derby Gas & Electric for the calendar 
year 1944 were stated as $1.29 a share, 
as reported in the financial services. 
However, this gave a distorted picture of 
the earning power since operations of 
Danbury & Bethel Gas & Electric Light 
were included for only four months of 
the year, while the per-share figure was 
based on the increased number of com- 
mon shares outstanding for the merged 
company at the year-end. Eliminating 
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NATURAL GAS AND MIXED GAS UTILITY COMPANIES 


Where Price 12 Mos. 
Traded About Ended Earnings Ratio 


Retail natural gast 
Oklahoma Nat. Gas 
Consolidated Nat. Gas 
National Fuel Gas 
Lone Star Gas 
Pacific Lighting 
American Lt. & Traction .... 
Montana-Dakota Util. ...... & 
Mobile Gas Service Oo 
United Gas 

Retail mixed gas+ 
Peoples Gas 
Washington Gas Light 
Laclede Gas Light 

Wholesale and pipe linet 
El Paso Nat. Gas 
So. Natural Gas 
Northern Nat. Gas 
Panhandle Eastern Pipe A ...S 
Missouri Kansas Pipe A ....O 
Arkansas Nat. Gas A 


Averages 
S—New York Stock Exchange. 


C—Curb. 
O—Over counter. 


July 
June 
July 
June 
June 
June 
June 
June 
June 


June 
Aug. 
Dec. 


Aug. 
June 
June 
June 
Dec. 
Dec. 


Appros. 


‘ange 
1944-5 


% 39-19 
45-24 


Price- 
Earn. Div. 


Yield 
Rate About 


w& 


$3.35 
2.74 


2k AMPAMUNMaN 
on QNANSPNIN 


Wwntw 
| 


BRRERS 


QNonninen 
NOR Rie 


N 
w 
to 
R 


*A fter adjustment for additional maintenance required by bond indenture. 
**Initial dividend on new stock not yet declared. 


# Adjusted for split-up. 


+These classifications are not always exact—United Gas and Arkansas Natural Gas are both 


retail and wholesale, for example. 


ttPaid thus far in 1945 (payments irregular). 


e 


(a) Indicated rate on new stock. 


the Danbury earnings and using the pre- 
vious number of shares outstanding, 
share earnings would have been about 
$1.40. 

For the eight months ended August 
31, 1945 (according to unaudited fig- 
ures furnished by President Bacon), net 
income for the consolidated system was 
$233,130 or about $1.16 a share. Derby 
Gas & Electric Corporation reported on 
a corporate basis (it is a holding com- 
pany controlling the Derby Company 
and other subsidiaries) net income from 
securities of $302,180 for the twelve 
months ended August 31st, equivalent to 
$1.51 a share on the stock. This figure is 
also based on unaudited results. 

Derby is currently quoted about 234- 
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Common Stock Comparisons 


eer Uriuity Service, INc. 
(1 Wall Street, New York), has re- 
cently prepared some schedules present- 
ing statistical comparisons of operating 
utility common and preferred stocks, one 
of which is reproduced herewith. The 
sheets are designed to tabulate detailed 
comparative data, to permit a rapid sur- 
vey of the principal securities in the field. 
Averages for the various ratios will fur- 
nish yardstick data for analyzing any in- 
dividual issue. This is of particular in- 
terest when new issues make their ap- 
pearance. 

The Institutional Utility Service has 
invited comment on the tables, before 
continuing with their development. 
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What Others Think 


Interior's Power Program Criticized 
In Congress’ Appropriations Debate 


HE monies to enable the Interior 

Department to extend its hydro- 
electric operations so greatly in the last 
few years must come through authoriza- 
tions by Congress. The debate in the 
House in April, upon the report of its 
committee on the Appropriation Bill 
(HR 3024) for Interior for the fiscal 
year 1946, reveals the congressional at- 
titude on these matters. It fills many 
pages in the Congressional Record.* A 
review of this debate may aid in a better 
understanding of the intricacies and 
ramifications of Interior’s operations. 
The statements of some of the members 
of the committee in that debate, espe- 
cially with respect to the Bureau of Rec- 
lamation and the Bonneville Power Ad- 
ministration, were highly critical of cer- 
tain policies and practices of those two 
agencies. 

These criticisms had to do chiefly with 
fiscal matters and methods of account- 
ing. They cast much light upon the han- 
dling of these two Federal enterprises. 
Congressman Jones (Republican, Ohio) 
went into these matters in great detail. 
At one point, he likened the Interior De- 
partment to “an empire within an em- 
pire,” and said: 

. . - Just consider for a moment the activi- 

ties of two powerful bureaus in the depart- 

ment. The Bonneville Power Administra- 
tion sells electric energy which is produced 
and transmitted in the Northwest with facili- 
ties in which the government invested the 
sum of $376,317,109 as of June 30, 1944. The 

Reclamation Service has spent the sum of 

$921,000,000 for reclamation projects from 

the funds of the government. The two figures 
above include $180,000,000 which the Rec- 


lamation Bureau operates and maintains and 
the Bonneville Power Administration sells 


* Congressional Record, April 25, 1945, pp. 
3862-82; April 26, 1945, pp. 3928-67; June 4, 
1945, pp. 5576-85; June 6, 1945, pp. 5699-06. 
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the power therefrom, so the total government 
investment involved in the two agencies is 
the sum of $1,297,317,109, less $180,000,000. 
Total government investment, $1,117,317,109. 
This represents the total investment that the 
two agencies operate or market the produc- 
tion from or both. 

The Bureau of Reclamation was organized 
to reclaim farm lands in the arid and semi- 
arid 17 western states. It now casts its am- 
bitious eyes about for more fertile terrain to 
cover. 

It looks with envious eyes upon the 
opportunity to drain the swamplands of 
North Carolina and Louisiana. They want to 
get money appropriated to operate power 
plants built under the Flood Control Act 
authority outside of the 17 western states. 


Then, after reference to various figures 
submitted at the committee’s hearings, 
and quoting certain parts of the hearings’ 
record, he said further: 


I became more intrigued with the Bonne- 
ville Power Administration and the Reclama- 
tion Service when it grew apparent that the 
enlightenment of the committee on specific 
details of operation, management, and basic 
facts and figures to audit the financial con- 
dition of the various projects from a cost 
accounting standpoint, seemed to black out 
or fade out in inverse proportion to the num- 
ber of witnesses that appeared. While Mr. 
Bashore [Reclamation commissioner] stated 
his willingness to give us all the facts we 
wanted, although he faltered to the point 
that the subcommittee had to hold a subse- 
quent meeting and vote to order him to de- 
liver a memorandum of understanding be- 
tween his bureau and BPA for the market- 
ing of power from Coulee, he at least did 
have the good grace to make the statement. 

Dr. Raver [Bonneville Administrator], on 
the other hand, made no such gesture to the 
committee, and the record bears out the fact 
that he was a very unwilling witness, as far 
as I am concerned. This is borne out by the 
fact that I have tried to get from him a 
schedule of amortization pay-out from the 
last of March until last Saturday, April 
21st, when he furnished me an alleged sched- 
ule which I think I can properly characterize 
as a stock promoter’s statement with an Alice 
in Wonderland take-off. 
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Submitting additional tables and 
memoranda regarding operating and 
maintenance, Congressman Jones ob- 
served : 

My conclusion is proven that the Bonne- 
ville Power Administration has charged it- 
self a lower rate, as the tables from the 
Federal Power Commission, which I have 
previously quoted to you, show, in order to 
make their financial picture look good to 
Congress. The bureau charges in its state- 
ment of the project at Coulee a higher rate 
to — Reclamation’s financial picture look 
good. 

Mr. Chairman, this is a malicious accom- 
plishment of the Bureau of Reclamation and 
the Bonneville Power Administration, that 
the Congress and the people of the United 
States cannot ignore. The Congress had bet- 
ter make a thorough investigation of these 
agencies if other summary means cannot 
reach them. This is over a billion-dollar en- 
terprise, business enterprise, paid for by the 
government, and there is no one but this 
Congress to correct the vicious evils which 
are disclosed here. 


HE Record quotes Congressman 
Stockman (Republican, Oregon) 
as querying “why would they try to mis- 
represent the cost of this electricity? 


What is the basis or the reason for the 
gentleman’s statement?” To which Con- 
gressman Jones replied: 


I do not have to provide the answer why 
the Bonneville Power Administration would 
misrepresent or withhold information from 
Congress. ... I cannot justify any reason 
that they give. All I can say is that I con- 
demn it. I have heard for years that the 
Securities and Exchange Commission and 
the Federal Power Commission were setting 
standards in America to stop the cheating of 
the public in the matter of rates based upon 
the amount of investment charges, with the 
amortization charges, charge-offs for income 
tax purposes, and otherwise. 

I have heard that they were the watchdog 
of the Treasury, but apparently nobody has 
any control over the Bureau of Reclamation 
and Bonneville Power Administration power 
development, operation, and maintenance ex- 
penses, and nobody in Congress to this date 
that I know of has been given an operating 
statement. When I tried to get it, they have 
reluctantly given information piecemeal and 
have tried to wait until such a time as they 
thought it could not be analyzed. 


The discussion then turning to the 
question of power rates, the Record 
quotes Congressman Johnson (Republi- 
can, California) as asking “who has the 
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ultimate determination of the power rates 
to be charged by Bonneville?” The Rec- 
ord then continues: 


Mr. Jones. As I understand the basic 
law, the Bonneville Act requires that power 
rates be made which will pay the interest on 
the investment and the amortization of the 
entire cost of the project over a reasonable 
period of years. The point I wanted to find 
out and check for myself and satisfy myself 
about was, Are they doing it according to 
law? That is what the argument is all about. 
If they had given it to me, if I thought they 
had made the amortization rates correctly, if 
I thought they had based their figures upon 
the actual operations so far, I might be satis- 
fied. As it stands, there is no method of 
checking them except to use collateral 
figures. 

Mr. Jounson of California. Is there not 
a basic formula that they have to apply to 
determine what rates they shall m to 
recoup the investment? 

Mr. Jones. That is what we are arguing 
about, the formula that they use. Apparently 
they are in the guess stage. The gentleman 
from Idaho [Mr. Dworshak] obtained an ad- 
mission from them in the record—he will no 
doubt discuss it and you can find it in his 
examination of the Bonneville Power Ad- 
ministration at page 327, part I—that they 
had guessed their rates. Apparently that is 
the way the rates have been set, and that is 
the same rate they are using now. They claim 
now it was a good guess. 

Mr. JoHnson of California. What part 
does the Federal Power Commission play 
in this matter, if any? 

Mr. Jones. I cannot answer the gentleman 
fully as to that, except probably to establish 
uniform accounting procedure. 

Mr. Jounson of California. In determin- 
ing the rates, do they write off from the 
investment those parts of it that pertain to 
flood control, to recreation, to all those things 
which have a general cost and which should 
be written off, in my opinion? 

Mr. Jones. I am sure I do not know, from 
the inadequate statements they have fur- 
nished us. The statements do not even show 
any charge for amortization. 


Later on in the discussion, Congress- 
man Jones set forth the lack of inde- 
pendent accounting control of these 
agencies. This was his statement as 
given in the Record: 

They do not have a comptroller such as a 
private business concern. The comptroller of 
the Bonneville Power Administration reports 
directly to Dr. Raver. The General Account- 
ing Office does not have any control over 
the amortization costs or charges made or 
the rates made. No, all the Comptroller Gen- 


NOV. 8, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


eral asks, “Have you applied the money on 
accountable warrants for the purposes of the 
appropriation?” There is no one standing 
between fraud and honesty except the Con- 
gress of the United States. All I am saying 
is that they made a mistake. Their figures 
do not jibe. Each agency has given costs and 
expenditures and power generation charges 
which build up the financial statement in the 
eyes of the Congress that make each of them 
both look good. I am calling their hand on 
it and I will be glad to receive any informa- 
tion they have to disprove the charges. 


N the debate that ensued following 

Congressman Jones’ statements, sev- 
eral western Congressmen defended the 
record of Bonneville and the Reclama- 
tion Bureau, praising their accomplish- 
ments and contribution to the war effort. 
They also urged the importance, to the 
future development and prosperity of the 
Pacific Northwest, of these Federal 
hydro projects. 

Further, on the question of power 
rates, some revealing statements were 
made by Congressman Dworshak (Re- 
publican, Idaho), who also, as Congress- 
man Jones, was a member of the House 
Appropriations Committee before which 
the hearings had been held. In the 
course of the debate, the Record quotes 
Congressmen Dworshak and Jones as 
follows: 

The Bonneville Power Administration is 
selling power generated at Grand Coulee for 
$17.50 per kilowatt-year, although it was 
established that only about half of this 
amount was paid by the Power Administra- 
tion to the Grand Coulee project. Witnesses 
before our committee stated that this rate 
was established in 1938 and that the figure 
was intended to cover all costs that would 
be incurred under the Bonneville Act, in- 
cluding amortization of the investment al- 
located to power over a reasonable period. 
A Bonneville official stated: 

I do not think the figure was mathemat- 
ically and directly related to any particular 
costs or any particular amortization period. 
He then added: 

Present indications are it was a pretty 
good guess in the early days or rather an 
estimate. 

Upon further inquiry, the official con- 
tended this guess has been shown to be rather 
accurate, although no testimony was sub- 
mitted upon which to justify the assertion 
that this “guess” has justified the extremely 
low price of $17.50 per kilowatt-year. . . 

Mr. Jones. Would the gentleman be able 


to make a comparison, based upon the cost 
of power in the TVA? 

Mr. DworsHak. I might briefly reply that 
I have studied the TVA rates and got a basis 
for comparison of rates charged by the Bon- 
neville Power Administration, and I find, on 
the basis of power purchased and sold to 
municipalities or publicly owned utilities, the 
rates run from 50 per cent to 100 per cent 
higher in the classifications of TVA. There 
may be intangible cost factors which are 
incorporated in the $17.50 rate used by the 
Bonneville Power Administration. 


Passing from the question of power 
rates, Congressman Dworshak presented 
these interesting disclosures at the hear- 
ings, regarding allocation of costs on 
these irrigation-power projects. His 
statement in the Record reads: 


Original estimates of the total cost of 
Grand Coulee project have been revised fre- 
quently, and the latest figure is $487,000,000. 
The assistant commissioner of Reclamation 
declared that, while the irrigation works 
beyond the dam construction will cost $280,- 
782,000, it is contemplated that reclamation 
features of the project will be required to 
repay $85 per acre instead of $273 per acre, 
which is the actual cost of placing approxi- 
mately 1,000,000 acres under cultivation. 
eae at the hearing indicated that 
power revenue will be required to repay the 
cost not only of the power portion of the 
total cost, but, likewise, to assume approxi- 
mately $193,000,000, which constitutes the 
difference between $85 and $273 per acre. 
Witnesses stated the self-liquidating part of 
the half-billion-dollar investment charged to 
power will be $398,565,000. . 

Another development during the hearings 
on this bill is the basis upon which the self- 
liquidating power repayments are predicated. 
Under existing law the allocations of total 
costs made for power facilities are repayable 
to the government over a 50-year period 
with interest computed at 3 per cent. The 
hearings disclosed that a new question has 
arisen which involves the determination of 
whether that part of repayment costs to be 
absorbed by power, as between the actual cost 
of reclamation per acre and the amount to 
be repaid by the water user, shall include 
merely the principal or also interest. It must 
be kept in mind that these additional costs 
which are said to be self-liquidating and 
which will be offset by power revenues, will 
run in excess of fifty years. 


Also, he made clear what the loss of 
the load, now absorbed by war indus- 
tries, will mean in postwar days in de- 
creased earnings to the Bonneville Pow- 
er Administration. He stated: 
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The Bureau of Reclamation reports that 
during the fiscal year ended June 30, 1944, 
total power revenues from Grand Coulee 
amounted to $5,804,450, based upon a whole- 
sale rate of approximately one mill! per kilo- 
watt hour. There have been 8 generators 
operating at maximum capacity at Grand 
Coulee with a production of about 1,000,000 


on the Bonneville situation and, referring 
to his previous statements, made an 
earnest plea for a congressional investi- 
gation of the Bonneville Power Admin- 
istration. The Record of April 26, 1945, 
quotes him as follows: 


kilowatts of power and a load factor of 
about 90 per cent of capacity. Officials of 
the Bureau of Reclamation and Bonneville 
Power Administration testified at the hear- 
ings that a reduction of between 40 per cent 
and 50 per cent in the power demand is 
anticipated when the war ends, and partic- 
ularly when the alumina plants in the 
Northwest curtail operations. This will 
mean a drastic reduction in the gross power 
receipts, although probably there will be a 
limited reduction in the current power op- 
erating costs at Grand Coulee, which have 
been placed at $995,000 annually. Upon the 
basis of stimulated wartime operation during 
1944, the figures submitted by these agencies 
indicate that it would require more than 
eighty years to liquidate the total power 
investment at Grand Coulee. 


Congressman Dworshak then added 
this comment with respect to the future 
outlook for this Federal hydro project, 
with especial reference to the problem to 
be faced in liquidating the investment. 
The Record quotes his statement : 


It will be contended that, when the full 
capacity of almost 2,000,000 kilowatts is 
installed, the power revenues will be cor- 
respondingly increased and thus make pos- 
sible repayment of the power costs within 
a shorter period of time. However, there 
will likely be a reduction in Grand Coulee 
power revenues for several years after the 
war. It will be necessary to counteract this 
loss by providing additional outlets for this 
power in the years ahead. It was admitted 
that the $17.50-per-kilowatt-year rate charged 
consumers by the Bonneville Power Admin- 
istration had no mathematical basis; and so, 
it is difficult to reconcile these rates, net 
revenues, and repayments at Grand Coulee 
on the basis that there is any prospect of re- 
payment within fifty years as is provided by 
law. In view of the fact that power proceeds 


I found and concluded yesterday that the 
Bonneville Power Administration were not 
amortizing their investment properly, that 
their financial statements to Congress showed 
no allowance for amortization at all. Under 
their present organization there is no control 
over their expenditures. Their comptroller 
of finance reports directly to Dr. Raver, Ad- 
ministrator of the Bonneville Power Ad- 
ministration. The comptroller of a private 
corporation, following good business prac- 
tices, reports to the board of directors rather 
than the executive officer of the company. 
It is important that the Congress of the 
United States pass a resolution to investigate 
the Bonneville Power Administration, in 
view of the evidence that was submitted 
yesterday in the Record in connection with 
my speech on this subject, and which to 
date has not been refuted in any way. I hope 
- a of the House will support such 
B Oae.6.« « 

The only way we can ever bring relief 
to the American taxpayers on account of the 
operation of the Bonneville Power Admin- 
istration is to have an investigation of their 
entire operations. Make them prove from 
their records that they have amortized in ac- 
cordance with the sections of the law pro- 
viding for repayment to Uncle Sam of the 
original government investment in the en- 
tire project and the charging of depreciation 
so that at the end of the amortization period 
the plant will be whole and in good shape 
and in condition to continue operation on be- 
half of the United States government for 
many years to come. That is a sound busi- 
ness practice and principle that an investiga- 
tion by a congressional committee will insure. 

I hope the members will look once again 
at the evidence submitted in the Congres- 
sional Record yesterday and conclude with 
me that there should be a thorough and 
sweeping investigation of this project. 


ge. debate in the House then turned 
chiefly to the Central Valley-Shasta 
dam project in California, an irrigation 
and hydro power development of In- 
terior’s Bureau of Reclamation. The bu- 
reau had asked for an appropriation of 
$215,300 for planning a steam power 
plant and transmission lines, the total 
cost of which, when constructed, would 

be $75,000,000. 
The House Appropriations Commit- 
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will be expected to liquidate not only that 
part of the entire cost of Grand Coulee dam 
and power facilities directly allocated to 
power, but likewise a reclamation subsidy of 
about $193,000,000, it is obvious that careful 
planning should be done to safeguard the 
government’s interests as well as to avoid 
developments which may handicap continued 
reclamation progress. 


Toward the close of this debate in the 
House, Congressman Jones again spoke 
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tee having reported unfavorably on these 
Central Valley items, extended debate 
ensued. Congressmen from California 
and other far western states urged that 
the bureau be enabled to carry out its 
plans to make “low-cost power” avail- 
able throughout the Central Valley. The 
burden of their arguments is epitomized 
in these words of Representative Out- 
land (Democrat, California) : 


. This Congress has not denied low-cost 
power to the people of the TVA and the 
Northwest. It certainly will not deny the 
same benefits to the people of California. 
This whole issue of private power companies 
versus the interests of the great mass of the 
people of California is fundamental to our 
future development... . 


Counterviews were expressed by 
members of the House Appropriations 
Committee, whose report on this matter 
was as follows: 


Central Valley project, California: In rec- 
ommending a reduction of $1,000,000 in the 
estimate of $5,500,000 for the Central Valley 
project the committee has specifically dis- 
approved items of $115,300 for the Delta 
steam power plant (planning) and $100,000 
for transmission lines and switchyards 
(planning). It is the intention of the com- 
mittee that none of the funds appropriated 
in the bill, or heretofore appropriated, shall 
be used for any purpose in connection with 
the establishment of a steam plant or a trans- 
mission system. The committee is advised 
that power now available from the project 
is being sold near the Shasta dam under a 
contract which guarantees to the government 
a fair and equitable price and which pre- 
serves tor public agencies the preference they 
are entitled to under the Reclamation Law. 
Under these conditions it is unnecessary for 
the government to appropriate funds to con- 
struct either a steam plant, estimated to cost 
$26,000,000, or a transmission system which 
would cost approximately $48,000,000, which 
would not produce greater returns to the 
government. There is no unserved market in 
the area. The proposed steam plant and 
transmission system would duplicate if not 
destroy existing tax-paying facilities and 
take much valuable property off the tax rolls 
to the detriment of many towns and counties 
in the state of California. 

In the case of the Central Valley project 
the committee wishes to point out that the 
estimated cost has risen in a a years from 
$170,000,000 to over $362,000, 

Considering the need for oa jit would 
appear to be to the interest of the project 
to find ways and means of reducing rather 
than increasing estimates. The committee 
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recommends that the Bureau of Reclamation 
give careful consideration to this situation. 


The continuing debate on this Interior 
Department Appropriation Bill was 
lengthy, both in the House and Senate. 
The House voted approval of the com- 
mittee’s report rejecting these Central 
Valley items, but the Senate approved 
those appropriations. Later, however, 


the conference committee, standing by 
the House action, voted against the ap- 
propriation of any funds for steam plant 
or transmission lines for the Central Val- 
ley project. The conference committee’s 
report was adopted by both houses. 


N reading the page after page of this 
debate, as set forth in the Congres- 
sional Record, several impressions stand 
out with respect to the disclosures of the 
policies and practices of the various 
agencies of the Interior Department, 
which direct its extensive hydroelectric 
power activities. 

It is evident from the statements of 
certain Congressmen, especially mem- 
bers of the Appropriations Committee, 
that there is a growing feeling in the 
House that a firm check should be kept 
upon Interior’s expenditures. This same 
view is also strongly held by some of the 
Senate members. 

This frame of mind results from var- 
ious factors in Interior’s picture, espe- 
cially with respect to its hydro power 
developments, both present and project- 
ed. For one thing, there is the specific 
criticism of accounting practices at 
Bonneville-Grand Coulee. Also, there is 
the assertion that the $17.50 rate at 
Bonneville is too low to pay out the in- 
vestment in the allotted time. 

Then, the tendency on this Columbia 
river project to branch out into promo- 
tional activities on a lavish scale is not 
looked upon with favor. Plus these fac- 
tors, it is evident, as demonstrated in the 
Central Valley situation, that there is in- 
creasing realization in Congress that it is 
unsound economy for the Interior De- 
partment to insist upon spending mil- 
lions of dollars for transmission lines 
and steam plants which duplicate the fa- 
cilities of private utilities. 
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“BUT, DRIVER, I WAS JUST SHOWING THEM IT’S ONLY 
A STONE’S THROW FROM THE BUS LINE!” 


The essence of this duplication phase 
was sti forth in the Senate debate b 
Senator Thomas (Democrat, Oklahoma) 
in these words: 


... It [the amendment] is in this bill because 
the Interior Department wishes to have it 
there. ... 

Mr. President, this is a movement to ex- 
pand and increase the power activities of the 
Federal government under the direction of 
the Secretary of the Interior. . . . 

So we are faced with this issue: Does the 
Congress of the United States wish to set 
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a precedent or to expand the existing 
precedent by going forward with this public 
power program to the extent of building 
transmission lines and steam plants in com- 
petition with private companies which now 
are serving the various sections of the 
United States? I think we have here a good 
illustration, because there is no complaint 
before the committee that a private com- 
pany is not serving the particular area in 
California. .. . Not only are the cities being 
served, but the farmers are being served, the 
towns are being served, and the villages are 
being served ; and they are being served now. 
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There is no complaint before the committee 
that they are not being served. There is no 
complaint before the committee that the ex- 
isting rates are too high. 

Of course, whatever the rates may be, 
there is no doubt that the consumers would 
like to have them lowered. If we embark 
on the proposed power program on a grand 
scale and spend the remainder of the $362,- 
000,000, which it will cost in toto, the pro- 
posed vast expenditure of money and the 
contemplated gigantic power development 
will then be under the control of the Federal 
government. Of course, the government 
could go into that territory and undersell, so 
far as rates are concerned, any existing 
power company there. ... Of course, cutting 
the rates would secure a low rate in the 
territory involved, and would make that 
section of the country a favored spot. But 
the government would be put into the power 
business in order to reduce rates in a locality 
where no question has been raised about the 
fairness of the rates. 


Despite the refusal of Congress to ap- 
propriate funds for transmission lines 
for its Central Valley project, it is not 
likely that the Interior Department con- 
siders this matter closed. In his annual 
report Secretary Ickes says, as to In- 


terior’s policy regarding disposal of 
hydro power: “We have discarded the 
policy of selling power from our dams 
at the busbar and thereafter washing our 
hands of the deal. Instead we codrdi- 
nate the production and the transmission 
of power, carrying electricity over our 
own transmission lines, and only to 
those distributors who agree to relay the 
benefits of large-scale development to 
the consumers.” 

When the Flood Control Bill was 
passed last winter, and, later, the Rivers 
and Harbors Bill, there was included in 
each bill a provision that surplus hydro 
power from multiple-purpose projects is 
to be disposed of at the direction of the 
Secretary of the Interior. The Secretary 
was also given authority to build trans- 
mission lines so as to deliver power to 
customers—with preference to munici- 
palities, public bodies, and codperatives 
—from any projects to be constructed 
under the provisions of those two bills. 

At the time the Flood Control Bill was 
under consideration in the Senate, a de- 
termined effort was made by certain 
Senators to do away with the preference 
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to public bodies ; to limit the building of 
Federal transmission lines to instances 
where the lines of private utilities were 
not available; and to have the hydro 
power produced at government plants 
sold at the place of generation. But, the 
Federal power bloc overruled all this, 
and the authority, noted above, which 
was insisted upon by the Secretary of 
the Interior, was voted to. him. 


T would appear from the Secretary’s 
declaration of transmission line 
policy (quoted above from his annual 
report), which is being followed on the 
Bonneville-Grand Coulee project, and 
which he wants to put in effect for the 
Central Valley project, that the ultimate 
object is to make “low-cost power” so 
readily available to all sections to which 
it can be transmitted from the Reclama- 
tion Bureau’s dams, as to drive the long- 
established business-managed _ electric 
companies out of the field. 

This was the experience in Tennessee, 
and it is upon the general TVA pattern 
that practically all of these public hydro 
power projects are set up. The ques- 
tion arises, if this procedure continues in 
one state after another, whether there 
will not be a marked decrease in Federal 
income from several of our states. Here- 
tofore the taxes paid by private utilities 
have been an important contribution to 
the Federal Treasury. 

The statements in this debate upon In- 
terior’s appropriations indicate that 
there is increasing uncertainty in Con- 
gress, both as to the economic soundness 
and the equity of such procedures. The 
idea that these government power proj- 
ects should pay fully comparable Federal 
taxes and charge such rates as will cover 
their costs is at least receiving more re- 
spectful consideration. 

Doubtless many members of Congress 
gauge their viewpoint on such matters as 
these Federal power projects upon the 
attitude of their home people. The peo- 
ple living in states where Federal power 
is furnished at low rates are naturally 
pleased. How taxpayers in other sec- 
tions feel about making such contribu- 
tions to local or regional benefits, once 
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they become fully aware of their own 
stake in the process, remains to be seen. 

Friends of public power argue that 
these reclamation-hydro projects really 
don’t cost the taxpayer anything, because 
they earn the money to pay back their 
costs. But, the record of the House Ap- 
propriations Committee hearings on the 
Interior Bill shows that any such return 
of the cost is over a long period of years, 
and its actual accomplishment is compli- 
cated by the extremely low power rates, 
debatable accounting practices, and the 
hazards of marketing the vast quantities 
of excess power available. 

In other words, here are enterprises 
which may be considered “100 per cent” 
from an engineering and technical stand- 
point, but they are being operated on 
quite questionable principles of business 
management. 


N* that the war is over, proposals 
are being prepared which will ask 
Congress to appropriate large sums for 
public works. Among them are plans for 
extensive river basin developments, 
many of which include hydro power 
dams. The advocates of these proposals 
urge, in recommending them, the im- 
petus which will be given to the con- 
struction industry, as well as the provi- 
sion of jobs for many people and fur- 
nishing irrigated farm homes for return- 
ing servicemen. 

River basin development on an eco- 
nomic basis is undoubtedly a matter of 
much moment to certain sections of our 
country, and should be carried forward 
as a national undertaking, especially as 
to irrigation, flood control, and naviga- 
tion. 

The business-managed utilities, as 
publicly announced by the 167 electric 
companies in July, do not oppose such 
developments if they are economically 
sound. They do object, however, to the 
preferential sale of public power, and 
they believe that the government should 


regulate and not operate the electric util- . 


ity business. 

_ There are now before Congress var- 
ious river “authority” bills. The chief 
one is the Murray Missouri Valley Au- 
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thority Bill (S 555). The Senate Com- 
merce and Irrigation and Reclamation 
committees have held hearings on this bill 
and reported unfavorably upon it. Hear- 
ings are scheduled later before the 
Senate Agriculture Committee. Consid- 
erable publicity, pro and con, on this pro- 
posed “authority” has appeared through- 
out the country. Groups have been or- 
ganized for and against it ; meetings have 
been held in Missouri valley communi- 
ties; and representatives have appeared 
before committee hearings. 

The MVA Bill will be aggressively 
pushed. Congress has already appro- 
priated $400,000,000 for active work in 
the Missouri river basin, to be under- 
taken jointly by the Reclamation Bureau 
and the Army Engineers, under a com- 
prehensive, codrdinated plan of opera- 
tion. The Reclamation Bureau recently 
issued an illustrated booklet explaining 
the details of these codrdinated plans for 
irrigation, flood control, navigation, and 
power. 

It is stated in this booklet that the 
plans contemplate hydro power installa- 
tions of about 1,500,000 kilowatts’ ca- 
pacity, which will practically double the 
generating facilities now located in the 
valley. Attention is also directed to the 
power resources this added capacity will 
make available to REA codperatives in 
the valley states. These nontax-paying 
groups are among the “preferential” 
customers of the bureau’s Federal river 
basin projects. 

It is barely possible that the attitude of 
Congress in turning down Interior’s re- 
quest for funds for transmission and 
steam plant facilities on the Central Val- 
ley project, and the criticisms by the 
House Appropriations Committee on the 
Bonneville setup, as well as the strongly 
worded adverse report of the Senate 
Commerce Committee on the Murray 
MVA Bill, may all suggest a growing 
skepticism in the Congress on the exten- 
sion of Federal hydro power activities. 
At least, these instances would seem to 
indicate an increased tendency to check 
carefully the plans submitted by the var- 
ious Federal agencies engaged in the 
electric power field. 
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a hydro power operations are 
already well entrenched, with a total 
capacity in excess of 3,000,000 kilowatts 
installed. The Bureau of Reclamation 
has a backlog of projects in view—scores 
of them on dozens of river basins— 
which, if authorized by Congress, would 
add another 2,500,000 kilowatts of hydro 
generating capacity. 

As has been mentioned, it is Interior’s 
policy to be self-contained as to trans- 
mission lines, and the Secretary has al- 
ready in past representations to Congress 
indicated his insistence upon being given 
authority to build and operate transmis- 
sion facilities. Likewise, there is strong 
pressure by the public power advocates 
for preferential service and rates to REA 
co-ops and other public groups. There 
is no indication of any change in this 
policy on the part of Interior officials. 
In fact, the two factors referred to are 
fundamental in their philosophy. It is to 
be expected that they will insist upon 
their being included in legislation for fu- 
ture projects. 

The refusal of Congress to provide 
funds for transmission lines on the Cen- 
tral Valley-Shasta dam project could be 
a straw in the wind. Perhaps the criti- 
cism, especially in the House, of that sort 
of Federal activity in the electric power 
business is a sign that a number of Con- 
gressmen now view these Federal power 
matters more objectively with respect to 
the practical economies of the situation. 
If a sufficient number of them take this 
view, the rising tide of public power, so 
dominant in the past decade, could be 
checked or reversed. At present, how- 


ever, we have only a few “straws.” 

If basic information is made more 
generally known, the public at large 
might be more inclined to question or 
even take a definite interest in such mat- 
ters—as taxpayers. 

The announcement of the 167 electric 
companies, telling the stand of busi- 
ness-managed utilities regarding river 
basin projects, was a step along this 
line. In various sections of the country, 
individual utility companies are present- 
ing the facts on these matters in adver- 
tisements, for the information of the 
people in the communities they serve. 

This kind of publicity may play a part. 
The local business-managed utility is, as 
one company states so effectively, “A 
Citizen Wherever We Serve.” As a 
“citizen” the local utility can assume the 
responsibilities and obligations of in- 
forming other citizens of the community 
concerning matters believed to be in their 
best interests. At any rate, utility man- 
agements are telling their neighbors in 
their home towns, in straightforward 
statements, about the various factors in 
the Federal power picture. 

A number of those factors are dis- 
closed in the statements quoted from the 
debate on Interior’s Appropriation Bill. 
Appearing as they do in the Congres- 
sional Record, they reach the eyes of few 
people. That it is complicated and in- 
volved is evident. The plans of Interior’s 
power agencies for future extensive de- 
velopments, and the reaction of Congress 
to them, may have great import for the 


business-managed electric industry. 
* —R.S.C. 





Notes on Recent Publications 


The analysis points out that while there will 


Arr Conpiriontnc Outioox. The Analysts 
Journal. c/o Oscar Miller, business manager, 
44 = Street, New York 5, N. Y. July, 


While this article is addressed to invest- 
ment men, it presents a studied exposition of 
the installation possibilities which should in- 
terest utility executives concerned with this 
phase of electric load building. The article 
states that “it is the home which must ac- 
count for the major use of air conditioning.” 
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be a demand in industry, theaters, depart- 
ment stores, offices and apartment buildings, 
hospitals and public buildings, “without the 
exploitation of the household field, air con- 
ditioning will remain at best a minor in- 
dustry.” 


An Intropuction To Execrronics. By Ralph 
G. Hudson. The MacMillan Company, New 
York, N. Y. 93 pp. $3. 
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The March of 
Events 


AGA Elects Officers 


wer J. Boorusy, vice president and gen- 
eral manager, Washington Gas Light 
Company, Washington, D. C., was elected 
president of the American Gas Association at 
the annual meeting of the association in New 
York on October 34th. He succeeds J. French 
Robinson, president, East Ohio Gas Com- 
pany, Cleveland, Ohio. 

R. Hargrove, vice president, United Gas 
Pipe Line Company, Shreveport, Louisiana, 
was elected first vice president; Hudson W. 
Reed, president, Philadelphia Gas Works 
Company, Philadelphia, Pennsylvania, was 
made second vice president; and Edward F. 
Barrett, president, Long Island Lighting Com- 
pany, Mineola, New York, was elected treas- 


urer. 

The Charles A. Munroe Award, the highest 
honor bestowed by the American Gas Asso- 
ciation, was conferred on Mr. Robinson, the 
retiring president, for having made the most 
outstanding recent contribution toward the 
advancement of the gas industry. The award 
was given in appreciation of his wartime lead- 
ership of the gas industry, his personal con- 
tributions to its effectiveness in meeting the 
demands of wartime production, and his work 
in codrdinating the gas industry with wartime 
fuel activities of the government. 

The association conferred the Safety Merit 
Award on the Equitable Gas Company of 
Pittsburgh, whose production and transporta- 
tion departments, with 175 employees, worked 
a total of 1,029,000 man-hours without a dis- 
abling injury accident. 


FPC Gives Authorization 


HE Federal Power Commission last month 

authorized Montana- Dakota Utilities 
Company, with principal office in Minneapolis, 
Minnesota, (1) to purchase from United Pub- 
lic Utilities Corporation for a base price of 
$6,521,061 all of the outstanding securities of 
United’s wholly owned subsidiary, Dakota 
Public Service Company of Huron, South Da- 
kota, consisting of 8,370 shares of common 
stock without par value, $1,000,000 of first and 
refunding mortgage bonds due October 1, 
1946, $2,500,000 of notes payable due July 1, 
1949, and a $1,335,794 income note payable due 
July 1, 1949; (2) to acquire the electric utility 
Properties and other assets of the Dakota Pub- 
lic Service Company located in north central 
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South Dakota and southern North Dakota, by 
liquidation of the company immediately after 
the purchase of its securities and assumption 
of its liabilities; and (3) to issue securities to 
finance the transaction. Montana-Dakota is au- 
thorized to issue securities consisting of (a) 
$6,500,000 of notes payable to commercial 
banks, representing a temporary bank indebt- 
edness to provide funds to make a cash pay- 
ment to United Public Utilities Corporation, 
and (b) $4,000,000 of first mortgage bonds, 
3 per cent series due September 1, 1970, to be 
dated as of September 1, 1945, and 223,351-4/6 
shares of common stock of the par value of $5 
each to obtain funds to be applied in payment 
of the $6,500,000 bank loan and as permanent 
financing of the purchase of the Dakota Com- 
pany’s properties. 

The FPC order stated that the proposed 
transaction should result in improved efficiency 
and economy of operation. 

There is no intercorporate relationship be- 
tween Montana-Dakota Utilities Company and 
Dakota Public Service Company, nor between 
the former and the group of underwriters 
through whom the common stock will be sold. 


Natural Gas Hearing Postponed 


HE Federal Power Commission on Octo- 

ber 19th announced its order postponing 
to November 12th the hearing previously set 
for October 30th in New Orleans in the com- 
mission’s natural gas investigation (Docket 
No. G-580). The hearing will be held in the 
Postoffice building. 

The order further stated that the hearing 
to open in Dallas, Texas, November 27th will 
be held in the Baker hotel. 

The New Orleans hearing is the third of 
the regional hearings the commission is con- 
ducting in its natural gas investigation. The 
first opened in Kansas City, Missouri, on Sep- 
tember 18th and continued until September 
26th. The second was held in Oklahoma City, 
Oklahoma, from October 9th to 13th. 


SEC Approves Plan 


HE Securities and Exchange Commission 

on October 17th approved the joint pro- 

posal of Pennsylvania Power Company and 

its parent, Ohio Edison, covering a general fi- 
nancing program for Pennsylvania. 

The program contemplates the issuance and 

sale under competitive bidding of $9,793,000 
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of first mortgage bonds, due 1975, proceeds 
from the sale of which would be used to re- 
fund $8,193,000 of outstanding 34 per cent and 
4 per cent bonds, construction of a new 35,- 
000-kilowatt turbo-generator at New Castle, 
Pennsylvania, and for transmission facilities. 

Pennsylvania also proposes to issue not more 
than 42,000 shares of 4.25 per cent stock, $100 
par value, to be offered in exchange for the 
outstanding 42,000 shares of $5 preferred stock 
on a share-for-share basis, plus a dividend ad- 
justment. This issue was exempted from com- 
petitive bidding by the commission. 

Other features of the program include a 
$600,000 capital contribution by Ohio Edison; 
conversion of Pennsylvania’s outstanding 110,- 
000 shares of common stock without par value 
into 150,000 shares of common stock with a 
par value of $30, and the increase of the stated 
capital representing Pennsylvania’s common 
stock from $3,300,000 to $4,500,000. 

Jurisdiction was reserved by the commission 
over the results of the competitive bidding on 
the new bonds. 


REA Announces Estimates 


URAL Electrification Administrator Claude 

R. Wickard last month announced esti- 

mates showing that 3,371,189 of the nation’s 

farms are still without central station electric 
service. 

“This estimate indicates,” Mr. Wickard 
said, “that electrification of American farms 
is one of our major postwar tasks. Despite the 
amazing progress of the last ten years, more 
than half of our farms do not yet enjoy the 
comforts and conveniences made possible by 
electricity. The demand for service among 
these farm people is increasingly insistent. The 
Rural Electrification Administration pledges 
all possible speed in rushing to completion the 
greatly expanded program which has already 
been authorized. We are prepared for even 
greater undertakings.” 

Mr. Wickard pointed out that the estimates 
show that 44.7 per cent of all farms in the 
United States are now electrified, as compared 
with less than 11 per cent when the REA pro- 
gram was started in 1935. He emphasized, 
however, that making electric power available 
to unserved farms is only a part of the na- 
tion’s rural electrification job, since a large 
number of nonfarm rural homes, schools, 
churches, and other rural establishments are 
without electricity. The number of unelectri- 
fied farm and nonfarm rural homes alone is 
estimated at 6,000,000. 

“Our entire national economy will benefit 
from the accelerated rural electrification pro- 
gram,” Mr. Wickard declared. “Employment 
will be created for thousands of workers pro- 
ducing line construction materials, building 
rural power systems, wiring rural homes, and 
manufacturing and distributing electrical 
omg needed on the farm and in the rural 

ome.” 
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On the basis of the estimates of unelectri- 
fied farms, Mr. Wickard allocated among the 
various states half of the REA loan funds 
available for the current fiscal year. The ear- 
marked funds total $100,000,000. Under pro- 
visions of the Rural Electrification Act, each 
state may share in these funds in the propor- 
tion which its unelectrified farms bears to the 
total number of unelectrified farms in the 
United States. 


Studies Holding Company Act 


HAIRMAN Boren, Democrat of Oklahoma, 
recently called for “anyone with useful 
information” to submit it in person or in writ- 
ing to a House Interstate and Foreign Com- 
merce subcommittee studying proposed 
changes in the 1935 Holding Company Act. 
The invitation was extended through the 
press in what Mr. Boren said was “a desire to 
hear everything that there is to be heard” when 
the committee began public hearings, sched- 
uled to start October 22nd. 
The chairman said he particularly would 
welcome testimony from editors and publish- 


ers. 

“If they have anything to contribute to our 
study, they should communicate with me and 
I will arrange for a héaring for them,” Mr. 
Boren said in an interview. He added that his 
attention had been called to numerous edi- 
torials referring to the committee’s work. 

The Oklahoman said he had received many 
replies to letters sent to holding company ex- 
ecutives soliciting their views. The letters were 
sent, he said, “to anyone we thought might 
have some information that would be of use 
to the committee,” and to executives of the 
following companies : 

American Gas & Electric Service Corpora- 
tion, North American Company, Columbia 
Gas & Electric Corporation, American Water 
Works & Electric Company, Engineers Public 
Service Company, Inc., Commonwealth 
Southern Corporation, Edison Electric Insti- 
tute, Electric Bond and Share Company, all of 
New York; Detroit Edison Company, Detroit; 
and United Light & Railways Company and 
Standard Gas & Electric Company, Chicago. 


Utilities to Organize As 
Chinese Firms 


ype Fo, president of the Legislative Yuan, 
on October 18th said that China’s new 
company law, effective January Ist, will force 
all foreign owners of public utilities in Shang- 
hai to reorganize as Chinese companies, with 
the board chairman required to be a Chinese 
maintaining residence in the country, it was 
reported in a recent dispatch from Chungking. 

Several such companies are operated in the 
international settlement of Shanghai, which, 
with the abrogation of extraterritoriality, has 
come under Chinese control. Included are the 
Shanghai Power Company, a subsidiary of 
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Electric Bond and Share; the Shanghai Tele- 
phone Company, which is owned by Interna- 
tional Telephone & Telegraph; and a number 
of British-owned firms. 

The new law, adopted months ago by the 
Legislative Yuan, states that all corporations 
—alien as well as Chinese—must register and 
alien firms must seek permission to do busi- 
ness in China. The government will have a 
right to inspect the books of alien corporations 
and such firms will not be permitted to solicit 
shares or issue debentures in the country. 

An alien company is defined as one “organ- 
ized and incorporated and doing business in 
accordance with the laws of a foreign country, 
or by special permission of a foreign govern- 
ment.” 


To Study Gas Reserves 


H. Harcrove, chairman of the natural 

e gas department of the American Gas 

Association, last month announced the forma- 

tion of a committee on natural gas reserves 

that will prepare and maintain estimates of the 
nation’s reserves of natural gas. 

The work of the committee will be closely 
correlated with that of the committee on oil 
reserves of the American Petroleum Institute, 
which estimates the nation’s oil reserves. 

An organization meeting of the 11-man com- 
mittee, of which N. C. McGowen of the 
United Gas Corporation is chairman, will be 
held at an early date, it was reported, 


Investors League to Hold Forum 
On Utilities 


HE Investors Fairplay League, a non- 

profit, nonpartisan group representing the 
interests of security holders, has scheduled a 
one-day forum, or so-called “clinic,” on ques- 
tions affecting the public utility industry, with 
particular reference to public ownership. 
Morning, luncheon, and afternoon sessions of 
the forum will be held on November 30th at 
the LaSalle hotel in Chicago. The general sub- 
ject of the “clinic” is listed as: “Has the public 
utility industry earned the right to be owned 
privately, or must it be government owned and 
operated?” Discussion and question periods 
were planned for each session. 

The morning session, opening at 10 A. M., 
will hear, following the opening address by 
Dr. B. C. Forbes, president of the league, talks 
by Representative Lyle H. Boren (Democrat, 
Oklahoma), Purcell L. Smith, executive di- 
rector of the National Association of Electric 


Companies, and M. H. Frank, vice president 
of the Wisconsin Power & Light Company, 
who will preside. Congressman Boren will talk 
on the Holding Company Act. Mr. Smith will 
discuss the encroachments of Federal power 
in the utility field, and Mr. Frank will discuss 
the utilities’ relationship with various Federal 
and state regulatory commissions. 

The guest speaker at the luncheon session 
was slated to be Representative Everett M. 
Dirksen (Republican, Illinois), following a dis- 
cussion of the utilities’ war record by Mr. 
Forbes. 

Speakers at the afternoon session, were 
scheduled to include Ben C. McCabe, president, 
National Tax Equality Association; Francis 
X. Welch, managing editor, Pusiic UTILITIES 
ForTNIGHTLY; C. Huntress, president, Re- 
public Coal & Coke Company of Pittsburgh; 
and B. A. Javits, vice preseident of the league, 
who will preside at the session. Mr. McCabe 
will discuss whether government-owned utili- 
ties should be taxed; Mr. Welch will discuss 
the question of whether the United States can 
afford public ownership of all utilities; Mr. 
Huntress will talk on coal, hydro, and atomic 
energy; and Mr. Javits will speak on the re- 
sponsibility for losses suffered by utility in- 
vestors. 

It is understood that spokesmen for the Se- 
curities and Exchange Commission and the 
Federal Power Commission have been invited 
to attend and participate in the discussion, de- 
tails of appearances to be announced later. 

The Investors Fairplay League, which repre- 
sents security holders, particularly small se- 
curity holders in all of the major corporations 
of the United States, has been sponsoring a 
series of such clinics in an effort to disseminate 
information and develop unity of purpose 
among investors with relation to various pub- 
lic questions affecting their interests. 


Poe’s New Quarters 


HE Washington headquarters formerly oc- 

cupied by the Council of Electric Operat- 
ing Companies, headed by Tom P. Walker, sit- 
uated in the Homer building at Thirteenth and 
F streets, N. W., Washington, D. C., were 
scheduled to be taken over by E. Holley Poe 
and Associates of New York city. 

The Council of Electric Operating Com- 
panies—national council and industrial organi- 
zation formed for wartime purposes—recently 
discontinued its operations. The Poe organiza- 
tion is nationally known as consultants on nat- 
ural gas matters. 


e 
Alabama 


Rate Cut Sought 


Tt W. Martin, president of the Ala- 
bama Power Company, recently declared 
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his company was applying for permission to 
reduce its urban and rural residential rates by 
approximately $678,000 annually. 

He said the projected rates would cover all 
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urban residential customers and all rural serv- 
ice except that classified as “rural industrial.” 

The rate reduction cannot take effect until 
it is approved by the state public service com- 
mission. 

Martin said the necessary application would 
be filed with the commission. 

“An estimated reduction of $678,000 in an- 
nual revenue of the company will result from 
application of the new rates,” Martin declared. 

“This reduction comes at a time when reve- 
nues are declining because of war contract 
cancellations, but it is hoped that with the re- 
turn to the market of the many electrical ap- 
pliances, our customers will take advantage of 
the new and lower rates to expand the use of 
our service.” 


Oil and Gas Board Set Up 


Aramama now has a state board to regulate 
its rapidly developing natural gas and 
petroleum industry. A 1945 legislative act cre- 
ated the board. 

Governor Chauncey Sparks appointed 
Oliver Young of Vernon, former state sena- 
tor; Milton Fies, Birmingham industrialist; 
and P. F. DeVane, a former state senator. 

The act creating the board set up a drilling 
tax of $25 a well and a 2 per cent gross re- 
ceipts tax on gross value of production. 

The aim of the law is to conserve natural 
resources, drilling waste, and to regulate, con- 
trol, and supervise production, drilling, and 
use of oil and gas. 


Arizona 


FPC Makes Staff Available 


HE Federal Power Commission on Octo- 
ber 22nd announced that in response to a 
request from Chairman Wilson T, Wright of 
the state corporation commission it would 
make available experts to assist the Arizona 
commission in its investigation of electric and 
gas utility rates in that state under the recently 
enacted governor’s bill. 
According to Acting Chairman Leland Olds, 
plans have been initiated for making such per- 


sonnel available to start the investigation about 
the first of January. The arrangements are be- 
ing made in accordance with provisions of the 
Federal Power and Natural Gas acts which 
provide that assistance may be rendered to 
other regulatory agencies under a reimbursable 
plan. The governor’s bill authorized expendi- 
ture of $50,000 to make the investigation, 
which will include electric and gas rates 
charged by Arizona Edison, Arizona Power, 
Central Arizona Light & Power, and Tucson 
Gas, Electric Light & Power companies. 


California 


Company Wins 
HE state railroad commission last month 
authorized the Pacific Gas and Electric 
Company to buy the Charles L. East electric 
distribution facilities i in Humboldt county be- 
cause it has “no alternative.” 

The commissioners noted that Redwood 
Electric Codperative, Inc., originally formed 
to buy the property, had withdrawn its pro- 
test, and agreed that PG&E could give better 
service than could East. 

But Commissioner Richard L. Sachse de- 
clined to let the matter rest there, denouncing 
PG&E in a concurring opinion which was filed 
coincidentally with dispatch of his resignation, 
effective October 31st, to Governor Warren. 


Mr. Sachse has been appointed to the FPC. 

In his concurring opinion, Sachse mentioned 
an agreed purchase price of $80,000, but men- 
tioned that PG&E had paid $7,750 ‘in counsel 
fees and other expenses for the codperative. 


Urges State Operation 


one Treasurer Charles G. Johnson last 
month urged upon the California Water 
Authority that the state operate the entire Cen- 
tral Valley project. 

Johnson is a member of the water authority. 
He advocated removal of the project from the 
jurisdiction of the Interior Department and its 
control by the state instead of the Federal gov- 
ernment. 


Georgia 

Gas Light Company. Notification of the can- 
cellation was handed to the Georgia Public 
Service Commission on October 16th by C. T. 
Chenery, senior officer of the Southern Nat- 
ural Gas Company and president of its parent 
organization, Federal Water & Power. - 


Cancels Plans to Buy Gas 
Company 


HE Southern Natural Gas Company has 
canceled its plans to purchase the Atlanta 
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This action followed two days of discussion 
of the proposed sale between Chenery and 
members of the commission, Commission 
Chairman Walter R. McDonald said. The 
state commission recently announced that it 
would intervene before the Federal Securities 
and Exchange Commission in opposition to 
the slated transaction. 

Chenery said the decision to cancel the pur- 
chase plans had been reached with the com- 
plete accord of George Devendorf, president 
of the Consolidated Electric & Gas Company, 
which controls the Atlanta Gas Light Com- 
any 
: “We wanted to make this transaction,” he 
said, “but we do not want to consummate the 


sale if there is opposition to it in Georgia.” 

Commenting on the development, Chairman 

McDonald said the commission was “gratified 
with the position taken by the heads of the 
companies concerned.” He said the decision 
“will give Georgia interests a chance to bid 
for the purchase of the Atlanta Gas Light 
Company and manage it as an independent 
organization.” 

The commission has contended that the pro- 
posed sale was not “proper integration” of the 
utility interests. It has contended that con- 
summation of the transaction would deprive 
it of “a large measure” of its rate regulatory 
power for the sale of gas to consumers in 
Georgia. 


Indiana 


City May Enter Case 


A POSSIBILITY that the city may intercede in 
determining the fares charged by In- 
dianapolis Railways, Inc., was seen recently 
after the city council took action to begin a 
preliminary investigation. 

John Schumacher, council president, 
named all nine councilmen as a committee of 
the whole to determine whether the council has 
any legal right to intervene. Herman 
Bowens, chairman of the council’s finance 
committee, will head the group. 


This action followed an appeal by Frank J. 
Murray, executive director of the Indianapolis 
Tax Research and Assessment Association, 
Inc., who charged that the new fare structure 
now being tried out is costing streetcars, track- 
less trolley, and bus riders approximately 

00,000 more annually. 

In the fare schedule being tried out, riders 
may buy eight tokens for 55 cents on all types 
of transportation, while cash fare is 10 cents. 
Tokens formerly sold four for 25 cents on 
streetcars and trackless trolleys, or a 7-cent 
straight fare, while bus fare was 10 cents. 


Kentucky 


Rate Cut Requested 


T HE city asked the state public service com- 
mission recently to order the Louisville 
Gas & Electric Company to “show cause why 
its residential electric rates should not be im- 
mediately reduced both inside and outside 
Louisville to the standard TVA residential 
electric rate schedule.” 

The petition was an interim plea made while 
the city’s case for a total reduction of approxi- 
mately $3,400,000 still is before the commis- 
sion. The motion filed October 17th declared 


that a reduction of residential electric rates 
outside Louisville to the standard TVA res- 
idential rates would enable the average res- 
idential electric consumer in that area to save 
approximately $15 a year or increase his use 
of electricity about 60 per cent at no increase 
in his electric bill. 

Mayor Wilson W. Wyatt said the petition 
was prepared on the ground that testimony 
in the case had “clearly shown that the cus- 
tomers of the company are entitled to at least 
this much reduction” before the final decision 
in the case is reached. 


Maryland 


Reduced Fares Asked 


RRmuctiow of the fares of the Baltimore 
Transit Company to at least two rides for 
15 cents was urged last month by Paul Robert- 
son, chairman of the Republican City Commit- 
tee, in a petition to the state public service 
commission. 
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He asked also that American City Lines, 
Inc., of Chicago, be denied permission to en- 
large its holdings of controlling securities of 
the transit company unless it assented to two 
conditions. These were: 

1. Immediate reduction in car fares. 

2. Assumption by the transit company of 
“its rightful obligations to this community 
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régarding street maintenance and replacement” 
where busses are substituted for trolleys. 


Mr. Robertson declared in his petition that 
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the transit company had the ability to absorb 
the proposed fare reduction “readily and most 
easily.” 


Massachusetts 


Railway Tie-up Ended 


12 wage dispute, which precipitated the 
3-day tie-up of lines of the Eastern Mas- 
sachusetts Street Railway Company and re- 
sulted in seizure of the road by the state, 
ended October 18th when company and union 
officials agreed to a bonus payment of $255 to 
each of the approximately 1,900 employees in 
lieu of pay increases. The ‘total cost of the 


compromise was estimated at about $484,000, 
it was reported. 

Governor Maurice J. Tobin immediately 
terminated his executive order which he is- 
sued on October 14th and under which he 
appointed Frank J. Murray, former Boston 
corporation counsel, as state administrator. 

The striking workers were members of the 
Amalgamated Association of Street, Railway, 
and Motor Coach Operators (AFL). 


lidictagen 


Gas Rate Cut OK’d 


Cee of the Michigan Consolidated 
Gas Company in the Detroit district will 
benefit by a reduction in rates aggregating 
about $4,000,000 a year, William J. McBrearty, 
chairman of the state public service commis- 
sion, announced last month. 

The reduction is voluntary, McBrearty 
said, and is contingent upon a cut in rates for 
natural gas from Texas, supplied by the Pan- 
handle Eastern Pipe Line Company, which the 
Federal Power Commission was preparing to 
order. 

Under the new schedule, McBrearty said, 
the $10,335,000 which Michigan Consolidated 
paid to Panhandle Eastern in a year would be 
reduced to $6,335,000 

If the saving on cost of natural gas proves 
to be $4,000,000, McBrearty said, the rate 
reduction for 494,000 customers in the Detroit 
district will average 15 per cent, ranging from 
5 per cent for the smallest bills to 28 per cent 
for the largest. 


Strike Fails to Cut Power 


HE union employees of the Consumers 

Power Company, gas and electric utility 
supplying numerous factories and more than 
2,000,000 residents of 57 Michigan coutities, 
went on strike at 8 a.m. October 18th, but 
supervisory personnel managed to maintain 
service without interruption save in one in- 
stance. 

The 2,000 members of the Michigan Utility 
Workers Union, CIO, either left their jobs or 
failed to report for work at the stations and 
substations upon which 2,200 communities, 


not including Detroit or Lansing, the state 
capital, depend for power. 

Only at Muskegon, where workmen leaving 
an electric plant pulled the master switches, 
was there a temporary power failure. There, it 
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required company executives about an hour 
to resume service. 

Governor Harry F. Kelly, who had already 
alerted the 6,000 members of the Michigan 
state troops, home defense unit, and the entire 
state police force of 400 men, announced that 
G. W. Sanders, state president of the union, 
other union representatives, and company of- 
ficials had met and agreed in his offices on 
October 19th to a reconciliation of the dif- 
ferences causing the walkout. 

The union had demanded an increase of 30 
cents an hour. A mediation board named by 
the governor offered a rise of 13 cents. This 
offer was accepted by the company. It was 
reported that the union would have stayed on 
the job had the compromise been fixed at 
15 cents. 

Union officials emphasized that they would 
seek to halt gas service only as a last resort, 
because of the danger that would be involved 
when service was resumed. 


Moves to Lift Gas Limit 


TS lifting of all restrictions on the heat- 
ing of homes in the Detroit area by the 
Michigan Consolidated Gas Company was ap- 
proved last month by the state public service 
commission. 

The company spokesman said it had a back- 
log of approximately 15,000 inquiries from 
residence owners seeking gas for heat, but 
that they can be supplied only as heating equip- 
ment becomes available. 

McBrearty, commission chairman, 
said indications are that the industrial load 
will diminish, making more gas for individual 
consumers available. : 

The commission called a meeting of go 
line and gas utility officials in Lansing for 
November Ist to meet an anticipated gas 
shortage next year. McBrearty said there 
should be sufficient natural gas for house heat- 
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ing in the Detroit area this winter, it was re- 
cently reported. 


DSR in the Red 


HE department of street railways of 
Detroit lost $288,697.94 in September, 
DSR auditors reported recently. This is the 
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sixth consecutive month the system has op- 
erated in the red. The total loss for the six 
months is over $900,000. 

Passengers carried by the DSR during Sep- 
tember decreased 15.07 per cent in September 
as compared with September, 1944. 

Passenger revenue dropped from $2,991 ,332.- 
39 a year ago to $2,588,607.56 in September. 


Minnesota 


FPC Dismisses Application 


HE Federal Power Commission last month 
dismissed an application of the Northern 
Natural Gas Company to sell natural gas to 
the Northern States Power Company for re- 
sale as straight natural gas or as an enriching 
agent for manufactured gas for public con- 


¥ 


sumption in St. Paul and surrounding area. 

Based upon the evidence presented, which 
failed to show sufficiently that the sale of nat- 
ural gas in the St. Paul area is required by 
the present or future public convenience and 
necessity, the commission granted the motion 
of Koppers Company, one of the interveners 
in the case, to dismiss the application. 


New York 


Ends Career As Transit Head 


Maz F. H. LaGuardia on October 21st 
revealed that John H. Delaney would re- 
tire this month after twenty-one years as 
chairman of New York city’s board of trans- 
portation. His $20,000-a-year job as head of 
the city’s transit system is to be filled by Major 


General Charles P. Gross, commandant of the 
Army’ s Transportation Corps since its forma- 
tion in 1942. 

Mayor LaGuardia also disclosed that he 
plans to name William Reid, Jr., city collec- 
tor since 1926, to round out the 3-man board. 
The other member of the board is Frank X. 
Sullivan. 


Ohio 


Use of “Big Inch” Urged 


I N an effort to insure an adequate supply of 
natural gas for Cincinnati and vicinity and 
with the thought that the cost of gas can be 
reduced, Councilman Albert D. Cash last 
month asked the city council to recommend 
that the “Big Inch” pipe line soon to be aban- 
doned for the transportation of petroleum be 
used for the transportation of natural gas. 
Cash submitted a resolution, adopted by the 
council at its meeting on October 10th, invit- 
ing the Federal Power Commission to hold a 
hearing in Cincinnati on this subject. Similar 


hearings are to be held in Kansas City, Okla- 
homa City, Dallas, and New Orleans. 


May Shut Off Utility 


HE Cincinnati Gas & Electric Company 

notified the state public utilities commis- 
sion on October 16th that it would shut off 
service to the War Emergency Pipelines, Inc., 
on November 8th if it does not pay a bill of 
$103,673. 

The Cincinnati Company said it had given 

the federally operated line “unusual service,’ 
but that payment had been refused. 


aa 
Oklahoma 


Dam Control Discussed 


OC manoma Grand River Dam Authority of- 
ficials conferred last month with Con- 
gressmen in Washington on possible introduc- 
tion of legislation which would form a legal 
basis for transferring the Grand river hydro- 
electric project back to state supervision. 
France Paris, general manager of GRDA 


talked with Representative Boren (Democrat, 
Oklahoma) and Speaker Rayburn (Democrat, 
Texas) about the legislation which Paris said 
may be necessary even though Interior Depart- 
ment officials have indicated willingness to ef- 
fect the transfer from their power division 
as soon as details can be worked out. The 
project was taken over by the government 
shortly after the beginning of the war. 
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The Latest 
Utility Rulings 


Federal Power Commission Denies Authority 
To Fix Retroactive Rates 


Fg ony filed by Mississippi 
Power & Light Company against 
Memphis Natural Gas Company, alleg- 
ing that rates charged between June 21, 
1938, and July 26, 1943, were discrimina- 
tory, unreasonable, and in violation of a 
contract, has been dismissed by the Fed- 
eral Power Commission. Mississippi 
Power & Light requested the commis- 
sion to determine the just and reasonable 
rate for gas delivered to the city gate by 
Memphis Natural Gas during that pe- 
riod. Memphis Natural Gas answered, 


denying that its rates were unreasonable 
or discriminatory and asking the commis- 
sion to dismiss the complaint for lack of 
jurisdiction. The commission pointed out 
that § 2(a) of the Natural Gas Act au- 
thorizes the commission, after hearing, to 
determine reasonable rates to be “there- 
after observed and enforced.” The com- 
mission, therefore, held that it was with- 
out authority under the act to grant the 
relief requested. Mississippi Power & 
Light Co. v. Memphis Nat. Gas Co. 
(Docket No. G-633). 


7 


Pension Plan of Subsidiary Service 
Company Allowed 


BASCO SERVICES, INCORPORATED, a 

wholly owned subsidiary of Electric 
Bond and Share Company, was per- 
mitted by the Securities and Exchange 
Commission to place in operation a pen- 
sion plan said to have been drawn on 
sound actuarial principles and tentatively 
found by the Treasury Department to 
mect the standards of the Internal 
Revenue Code and regulations there- 
under. The commission said that while 
it had some doubt as to the propriety, un- 
der the standards of § 13(b) of the Hold- 
ing Company Act, of those provisions in 
the plan which provided for proportion- 
ately higher contributions by the com- 
pany where monthly compensation is in 
excess of $250, the commission had con- 
cluded that such differences were not 
sufficiently substantial to warrant disap- 
proval. 

Each regular employee who has at- 
tained the age of thirty and who has com- 
pleted one year of continuous service will 
be eligible for membership in the plan. 
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Retirement allowance will depend upon 
the period of participation and amount 
of salary during that period. 

“Future service” benefits will be fi- 
nanced in part by employee contributions 
equal to 3 per cent of the first $250 of 
monthly compensation and 44 per cent of 
compensation in excess of $250 a month, 
and in part by approximately equal con- 
tributions by the company. These bene- 
fits will be paid based upon one per cent 
of that part of each month’s compensa- 
tion up to $250, plus 14 per cent of that 
part of each month’s compensation in 
excess of $250 for each year of service 
rendered after the effective date of the 
plan. 

“Past service” benefits will be pro- 
vided entirely by the company. These 
will consist of an annual retirement al- 
lowance based on one per cent of the 
monthly rate of compensation as of the 
effective date of the plan for each year 
of “past service.” 

The maximum retirement allowance 
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which may be paid under the plan is $12,- 
000 a year. The SEC noted that in addi- 
tion to the consideration which it must ac- 
cord the proposed plan in the light of the 
standards of § 13(b), it must aiso con- 
sider the effect of § 11(b). The commis- 
sion would be unable to approve any 
plan which would interfere with the re- 
quirements of § 11(b). The commission, 


although satisfied that such interference 
would not eventuate, specified that its 
action should be understood to be with- 
out prejudice to full consideration to the 
status of Electric Bond and Share Com- 
pany and Ebasco under § 11(b). Re 
Ebasco Services, Inc. (File No. 37-31, 
Release No. 6085), supplemental to 35 
PUR(NS) 258. 


e 


Natural Gas Substitution Approved over 
Objection by Competing Industries 


TS Federal Power Commission, on 
rehearing of the application of Wis- 
consin Southern Gas Company, ordered a 
connection with Natural Gas Pipeline 
Company of America and authorized the 
construction of a pipe line to convey nat- 
ural gas to the local distribution system 
of the Wisconsin Company. The applica- 
tion had originally been denied in Re 
Wisconsin Southern Gas Co. (1944) 56 
PUR(NS) 65. Thereafter the company 
had obtained approval by the Wisconsin 
commission and approval by local au- 
thorities. 

Coal, railroad, and labor interests op- 
posed the granting of the application and 
contended that such action would result 
in displacement of coal, thereby affect- 
ing their interests. The commission con- 
cluded that the benefits to the public in 
the area to be served far outweighed the 
potential losses asserted by the objec- 


ors, which were said to be conjectural. 

The Wisconsin commission, in approv- 
ing the substitution, had stated that it 
gave consideration to all of the evidence 
with respect to the social and economic 
effects of the proposed substitution upon 
employment, existing business and in- 
dustries, railroads, and other transporta- 
tion agencies and facilities. The Federal 
commission said : 

The introduction of natural gas as pro- 
posed by the applicant will provide the peo- 
ple of southeastern Wisconsin with an as- 
sured source of supply and will insure the 
maintenance and continuity of adequate gas 
service. Additionally, it will also result in 
lower rates to the benefit of the general pub- 
lic. We conclude that the public interest 
will be best served by the substitution of 
natural gas for manufactured gas. 


Re Wisconsin Southern Gas Co. (Opin- 


ion No. 118-A, Docket Nos. G-236, G- 
536). 


7 


Court Approval Not Required for Sales 
Under Liquidation Plan 


TS Federal District Court, District 
of Delaware, on motion of the 
Securities and Exchange Commission, 
amended its order approving a plan for 
liquidation of North Continent Utilities 
Corporation, in order to allow super- 
vision by the commission rather than the 
court when particular assets are sold. 
The original order provided that the com- 
pany should retain possession of its as- 
sets and continue operation except as 
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otherwise provided by order of the court. 
The amended order permits transactions 
not inconsistent with the plan, including 
sales of assets, under orders of the com- 
mission. The court said: 

If sales must be approved by both SEC 
and court, the apparent difficulties inherent 
in a single situation show the impracticabil- 
ity of such duality of administrative and 
judicial approval. To take the instance 
where portfolio securities are sold for resale 
by the buyer, the usual form of underwrit- 
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ing agreement provides for such resale 
within not more than forty-eight or seventy- 
two hours. SEC is adequately equipped, 
with its trial examiners, to conduct hear- 
ings on the Hee gr of price and un- 
derwriting spread, so that the commission 
may enter its order within the stated period. 
If in addition court approval of such under- 
writing were always required, another hear- 
ing would likewise be required, after notice 
given, and it is doubtful if the usual form 


7 


of underwriting agreement could be utilized. 


The ruling, said the court, simply ap- 
proved what the court believed to be a 
pure piece of administrative business— 
disposition of a company’s assets as an 
inherent part of a plan of liquidation. Re 
North Continent Utilities Corp. 61 F 
Supp 419. 


Unscheduled Air Carrier Service Viewed 
As Feasible from Economic Standpoint 


—_ was granted by the Ari- 
zona commission for transportation 
of passengers, express, and freight by 
aircraft, as a common carrier, to serve 
communities in a populous area entirely 
without adequate transportation service 
with other areas of the state by rail or 
bus. 

The commission realized that one 
of the factors which must be considered 
was whether or not the proposed opera- 
tions were feasible from an economic 
standpoint. It was said that the history 
of other methods of transportation was 
replete with examples of unwise attempts 
at operation not justified by the return 
possible from the operation. 

The commission was convinced that 
the proposed operation was to be con- 
servative and closely related to a policy 
requiring economic survival. The service 
was to be unscheduled and directly 


related to the needs of the areas served, 
thereby avoiding costly flights without a 
pay load. 

Restrictions and limitations were im- 
posed as follows: (1) Service should not 
begin until the applicant should have 
available for use 2-motored aircraft 
capable of maintaining altitude with full 
load on one motor at an altitude of 6,000 
feet; (2) the carrier should not render 
service to or land at, except as an emer- 
gency landing, any communities not hav- 
ing airports available for landing which 
meet the requirements and specifications 
of a CAA Class 2 airport; (3) the 
carrier should, as rapidly as business 
justifies, establish a scheduled service; 
(4) the carrier should file a complete 
description of vehicles to be used and 
should file policies of public liability 
insurance. Re Arizona Airways (Docket 
No. 9304-L-5859, Decision No, 15798). 


e 


Single-engine Aircraft Permitted to 
Operate in Intrastate Service 


ERMITS have been granted by the 

Maryland commission for the opera- 
tion of a public transportation service by 
aircraft between various points within, 
the state. Operation is to be confined to 
designated landing fields, and no permit 
is to be issued without certification by the 
state aviation commission that the air- 
craft to be used and the pilots to operate 
it have been properly qualified and that 
the airfields to be used are licensed and 
equipped with necessary facilities. 
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The commission, after stating the 
policy of the state as reflected in recent 
legislation to promote the rapid develop- 
ment of air service in Maryland and 
make it available as soon as possible to 
all communities which desire it, said con- 
cerning the type of aircraft: 

While being inclined to put more confi- 
dence in an aircraft equipped with two 
engines than in a single-engine aircraft, we 
find that the record indicates a high degree 
of dependability in such engines and since 
it is quite apparent that many of the smaller 
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communities will be unable to have better 
than Class 1 airfields which we believe will 
safely accommodate only the light single- 
engine aircraft, the use of such aircraft in 
daylight, contact flying seems to be justified 
and to be necessary if many of the small 
communities are to have air service. 


Approval was granted for operation by 
three different companies. A motor coach 
company was thought to be in a partic- 
ularly favorable position to render serv- 
ice between certain points where the car- 
rier was operating motorbus service. It 
was prepared to codrdinate bus and air- 


craft operations to give maximum serv-' 
ice to the public. Such codrdination 
would provide complete service during 
the development period when, for lack of 
adequate landing fields, it would not be 
possible to reach many of the towns by 
aircraft. Combining surface and air op- 
erations would produce a flexibility per- 
mitting the use of each to whatever ex- 
tent is currently required and to the best 
advantage of the public. Re Pan-Mary- 
land Airways, Inc. et al. (Order No. 
41449, Case Nos. 4710, 4717, 4719). 


e 


Standardized Commercial Power Rate Eliminates 
Load Count 


RESENT power rate schedules of Lake 
Superior District Power Company 
were held by the Wisconsin commission 
to be unreasonable and discriminatory. 
New schedules were approved. One 
hundred thirty customers would pay in- 
creased rates, while 270 customers would 
pay lower rates. Most of the increases 
would be experienced by 2- and 3- 
horsepower minimum-bill users, many of 
whom would be able to avoid an increase 
by combining single-phase power loads 
with commercial lighting loads. 
The new rates will apply throughout 
the territory served by the company and 


are in keeping with the trend toward 
rate simplification and standardization. 
The rates superseded were mainly load- 
count rates which depend upon accurate 
load-count data. The company had ex- 
perienced considerable difficulty in keep- 
ing up-to-date records of load count, 
with the result that discrimination oc- 
curred frequently. The proposed rates, 
said the commission, were not based on 
load count (except in the case of mini- 
mum-bill users) and hence would avoid, 
in the main, such discriminations. Re 
Lake Superior District Power Co. (2-U- 
2072). 


e 


Commission Refuses to Rule on Status of 
Complainant in Reparation Proceeding 


tt termination of the rate 
proceeding in Cheltenham & A. 
Sewerage Co. v. Public Utility Commis- 
sion (1942) 344 Pa 366, 43 PUR(NS) 
477, 25 A(2d) 334, the commission, on 
complaint by interested parties, under- 
took a determination of the patrons en- 
titled to refunds and the amounts of such 
refunds. 

The commission bureau of accounts 
was directed to make an examina- 
tion of the books and records of the 
utility company, and it submitted a re- 
port of the results of this examination, 
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giving the names of patrons entitled to 
reparation and the amounts to which they 
were respectively entitled under the 
decision of the supreme court. 

The commission has held that in such 
a proceeding it is not required to rule 
on the technical standing of com- 
plainants. The commission has denied 
petitions for an opportunity to offer 
proof on the question whether a certain 
individual was a proper complainant and 
evidence as to the status of an associa- 
tion interested in the claims. 

The commission took the position that 
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the technical standing of complainants to 
conduct such a proceeding is immaterial, 
since the commission is required to award 
refunds for and on behalf of all patrons, 
and, if necessary, would institute a pro- 
ceeding on its own motion for that pur- 
pose. 

The commission did not deem it neces- 
sary to pass — the legal validity of any 
assignment of interest by a patron. This 
was said to be a matter of contract law 
for the courts. 

The function of the commission, it 


was said, would be performed when it 
directed the payment to patrons of such 
refunds as were found to be due. The 
commission did not have the duty to ex- 
amine the circumstances of each patron 
to determine whether or not some other 
entity was legally entitled to receive the 
refund by reason of overpayment. The 
commission would direct the payment of 
refunds to patrons entitled thereto ac- 
cording to the utility records. Davis et 
al. v. Cheltenham & Abington Sewerage 
Co. (Complaint Docket 10967). 


7 


Right to Private Carrier Service Not Unduly 
Interfering with 


A application for authority to engage 
in a “for-rent truck service” was 
treated by the Colorado commission as an 
application seeking authority to operate 
a for-hire motor carrier service as a Class 
“B” private carrier, and the application 
was granted, over objections by other 
carriers. 

The application did not in terms re- 
quest a permit or certificate to operate 
a for-hire pick-up and delivery service, 
but the commission thought that a dis- 
missal or denial of the application upon 
that ground would be overtechnical. 
Procedure before the commission, it was 
said, is supposed to be somewhat in- 
formal. 


Present Carriers 


It was pointed out that the commis- 
sion on a number of occasions has ruled 
that manufacturing concerns and retail 
and wholesale merchandisers are entitled 
to private carrier service when such serv- 
ice is furnished by the carrier who has a 
limited number of customers and is in a 
position to furnish the service more 
quickly and easily than other carriers. It 
seemed that the same rule should apply 
to over-the-road carriers by truck where 
the volume of business is not so great that 
the loss of it would definitely impair the 
efficiency of common carriers furnishing 
pick-up and delivery service. Re Larsen 
(Decision No. 24978, Application No. 
6981). 


e 


Other Important Rulings 


$2 supreme court of Rhode Island, 
in sustaining the action of the pub- 
lic utility hearing board in denying au- 
thority to operate taxicabs, held that the 
board properly considered the fact that 
an existing cab company has several cer- 
tified and registered taxicabs which were 
inactive because of an order of the Office 
of Defense Transportation but which 
were ready for service if ordered into op- 
eration by the board. Capaldo v. Public 


Utility Hearing Board, 43 A(2d) 695. 


The supreme court of Washington 
held that the commission, in passing upon 
an application for authority to furnish 
motor carrier service, properly con- 
sidered service conditions subsequent to a 
complaint as to existing service. Depart- 
ment of Public Service ex rel. Anacortes 
Chamber of Commerce et al. v. Shelton, 
161 P(2d) 309. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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PITTSBURGH v. PENNSYLVANIA PUBLIC UTILITY COM. 


PENNSYLVANIA SUPERIOR COURT 


City of Pittsburgh 


v. 


Pennsylvania Public Utility Commission 


— Pa Super Ct —, 43 A2d 348 
July 19, 1945 
Faery from order of Commission dismissing petition by city 
for order authorizing free transportation of members of 
armed forces; appeal dismissed. For Commission decision, see 
(1944) 55 PUR(NS) 1. 


Commissions, § 17 — Jurisdiction — Statutes. 

1. The Commission, created by statutory law, derives its authority from 
legislative action, and its powers are confined to those expressly granted 
or which may be necessary and proper to carry out those specifically de- 
clared, p. 130. 

Appeal and review, § 8 — Orders appealable — Refusal to enter nonjudicial order. 
2. An order of the Commission refusing a city’s request that it issue an 
order or ruling authorizing a local transportation company to allow mem- 
bers of the armed forces, when in uniform, to ride free of charge during 
war, which order would be beyond the power of the Commission to enforce 
—a nonjudicial order—is not appealable to the superior court, p. 130. 

Discrimination, § 12 — Powers of Commission — Free transportation — Mem- 

bers of armed forces. 
3. The Public Utility Law evinces no intention by the legislature that the 
Commission may in its discretion issue an order permitting members of 
the armed forces of the United States, when in uniform, to ride free of 
charge on streetcars and busses during war, p. 130. 

Commissions, § 11 — Discretionary duties — Unenforceable order. 

4. The Commission cannot be charged with failure to exercise reasonable 
discretion in not making an unenforceable order authorizing transportation 
companies to allow members of the armed forces, when in uniform, to ride 

free of charge, p. 130. 

aa 

Before Baldrige, PJ., and Rhodes, Harold A. Scragg, Counsel, of Har- 
Hirt, Reno, Dithrich, Ross, and risburg, and Samuel Graff Miller, 
Arnold, JJ. Senior Counsel, of Harrisburg, for 


APPEARANCES: Anne X. Alpern, appellee. 
City Solicitor, and Leon Wald and ; 
Genevieve Blatt, Assistant City Solici- Barprice, PJ.: The city of 
tors, all of Pittsburgh, for appellant; Pittsburgh petitioned the Pennsylvania 
James H. Duff, Attorney General, Public Utility Commission to issue an 
[9] 129 60 PUR(NS) 
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order or ruling authorizing the Pitts- 
burgh Railways Company and several 
local bus companies operating public 
conveyances within its _ territorial 
limits, to allow all members of the 
armed forces of the United States, 
when in uniform, to ride free of 
charge on all their conveyances, for the 
duration of the present war. The 
Commission, after due consideration, 
dismissed the petition in an order stat- 
ing that the reason for its action was 
that if the authorization was ap- 
proved it would constitute a discrim- 
inatory practice, forbidden by both 
our constitutional, § 8, Art XVII, 
P.S., and statutory, act of June 15, 
1874, P.L. 289, 67 PS § 680, laws. 

The Commission filed a motion to 
quash an appeal taken by the city on 
the ground that (1) the city was not 
a party affected by the order within 
§ 1101 of our Public Utility Law ap- 
proved May 28, 1937, PL 1053, 66 
PS § 1431, and (2) the issue raised 
by the appeal is moot as the record 
shows that the transit companies in- 
volved have expressed disinclination 
to grant the privilege sought and that 
if the order was granted as prayed for, 
free transportation would not be fur- 
nished. After this motion to quash 
was filed Seaman Harry J. Keller, a 
member of the United States Navy, 
and a resident and employee of the 
city of Pittsburgh prior to, and at the 
time of, his induction into the Navy, 
on behalf of himself and all other mem- 
bers of the armed forces of the United 
States, filed a petition with this court 
to intervene on appeal. The prayer 
of the petitioner was granted and we 
allowed the case to be argued on the 
merits, reserving our decision on the 
motion to quash. 
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[1] The Commission, created by 
statutory law, derives its authority 
from legislative action. West Penn 
R. Co. v. Public Utility Commission 
(1939) 135 Pa Super Ct 89, 99, 29 
PUR(NS) 22, 4 A2d 545. Its pow- 
ers are confined to those expressly 
granted, or which may be necessary 
and proper to carry out\those specif- 
ically declared. Article X of our 
Public Utility Law of 1937, PL 1053, 
66 PS § 1391 et seq., provides for the 
procedure to be followed before the 
Commission. Under §§ 1001 et.seq. 
of that article, the initial step to be 
taken by any person or corporation 
having an interest in an issue sought 
to be determined by the Commission 
is to “complain in writing, setting 
forth any act or thing done or omitted 
to be done by any public utility in 
violation, or claimed violation, of any 
law which the Commission has juris- 
diction to administer, or any regula- 
tion or order of the Commission.” 
A copy of the complaint must then 
be served upon such person, corpora- 
tion, etc., against whom the proceed- 
ing is instituted, accompanied by no- 
tice from the Commission to satisfy 
the complaint or answer the same in 
writing within a reasonable time. A 
notice of a hearing is required also 
to be served upon the parties in in- 
terest, unless the complaint is dis- 
missed without a hearing, which may 
be done under certain circumstances. 
No claim whatever is made of a com- 
pliance with the above mandatory re- 
quirements of the statute. 

[2-4] An order from which an 
appeal to this court may be taken is 
one that has been issued by the Com- 
mission after its jurisdiction has been 
legally invoked. This original peti- 


130 





PITTSBURGH v. PENNSYLVANIA PUBLIC UTILITY COM. 


tion cannot be viewed as a complaint, 
nor the decree an exercise of the Com- 
mission’s judicial powers. The peti- 
tion is merely a formal request for an 
administrative rule or interpretive 
opinion reflecting the Commission’s 
official attitude concerning the subject 
of the petitioner’s inquiry. There is 
no express provision in our Public 
Utility Law authorizing the Commis- 
sion to issue administrative rulings or 
interpretive opinions. It is true that 
practice has been adopted by some of 
the Federal Administrative Agencies 
on the theory that they have implied 
power, in the absence of statutory au- 
thorization. 42 Am Jur, Public Ad- 
ministrative Law, § 77. We have 
no doubt that our Commission has 
authority to give an interpretation of 
its own rules and regulations that have 
been promulgated, but the petitioner 
does not allege that it seeks the con- 
struction of an adopted rule or regu- 
lation. It was in fact informed of the 
Commission’s construction of the law 
in the order filed dismissing the peti- 
tion; this was not a necessity and of 
itself does not give us power to hear 
this appeal. It will be noted that the 
petitioner is not a public utility seek- 


ing authority to grant free transporta- 
tion; it is the city of Pittsburgh that 
originally asked for the order. We 
find nothing in our Public Utility Law 
that evinces an intention by the legis- 
lature that the Commission may in its 
discretion issue an order permitting 
free rides. Assuming it entered such 
an order, it could not compel its ex- 
ecution. In such circumstances the 
Commission cannut be charged with 
failure to exercise reasonable discre- 
tion in not making an unenforceable 
order. 

Notwithstanding there may be a 
strong desire to extend all considera- 
tions and courtesies possible to mem- 
bers of our armed forces, Commissions 
and courts must act within, and can- 
not exceed, their jurisdiction. They 
are not justified in indulging their 
generous impulses by ordering either 
corporations or individuals to permit 
the free use of their property by those 
who perchance the members of Com- 
missions or courts would like to favor. 
The refusal to enter this nonjudicial 
order the city requested is not appeal- 
able to this court. 


Appeal is dismissed. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Associated Electric Company et al. 


Case No. 10600 
August 22, 1945 


PPLICATION for approval of sale of securities by holding com- 
A pany to a city and several codperatives, dissolution of 
electric corporation and distribution of assets among purchasers, 
issuance of securities, and exercise of operating rights; granted 

subject to conditions. 


Consolidation, merger, and sale, § 19 — Public interest — Detriment. 
1. Transfers of utility property by a corporation to a city and cooperative 
should be approved if in the public interest or not detrimental thereto, if 
the means employed in doing so are lawful, and if the purchasers have a 
charter which confers the right to own and to operate the same, p. 142. 


Consolidation, merger, and sale, § 2 — Right of owner to sell. 
2. A property owner should be allowed to sell his property if the proposed 
purchaser is one who is empowered by law to acquire it, unless it would 
be detrimental to the public interest to do so, p. 142. 


Municipal plants, § 17 — Powers of municipality — Acquisition of corporate stock 
— Dissolution of corporation. 

3. A city can lawfully acquire the facilities of a utility operating therein, 
by means of acquisition of the common stock and dissolution of the cor- 
poration owning the facilities, notwithstanding a constitutional provision that 
no city can subscribe to the capital stock of a corporation and a new con- 
stitutional provision, adopted after the execution of a contract for such 
acquisition, providing that a city cannot own such capital stock, p. 142. 


Corporations, § 13 — Corporate powers — Presumption as to charter. 
4. The corporate capacity of codperative purchasers to own and to operate 
utility properties is determined by an examination of their corporate char- 
ters, as the same are certified by the secretary of state, and of amendments 
thereto adopted under the provisions of law and their charters ; and such cor- 
porations presumably have the charter powers granted to them, p. 143. 


Consolidation, merger, and sale, § 62 — Question of corporate power. 
5. Corporate power of a codperative purchaser to own and operate utility 
properties is not an issue in determining the public interest, but is properly 
to be raised by a direct quo warranto proceeding, and not collaterally, 
p. 143. 

Mutual companies, § 1 — Dual operations — Public and private utilities — Co- 

Operatives. 

6. Dual operation by a cooperative organization, whereby it serves members 
as to a portion of its electric properties and serves the public generally in 
respect to facilities acquired from public utility corporations, runs square- 
ly into the question of the public interest and the Commission’s resulting 
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administration processes, both of which condemn such a venture, even 
though the cooperative has the right to engage in such dual operation, 
p. 144. 


Consolidation, merger, and sale, § 56.1 — Conditions — Amendment of charter of 
codperative — Service to general public. 
7. A codperative organization, incorporated to serve members but per- 
mitted under an amendment of the articles of incorporation to serve the 
public generally in respect to facilities acquired from public utility corpora- 
tions, should be required as a condition to approval of the acquisition of 
electric facilities to amend the articles of incorporation or reincorporate so 
as to be authorized to serve the public generally as to all facilities, p. 144. 


Consolidation, merger, and sale, § 42 — Condition of approval — Conversion to 
rural electric codperative. 
8. A codperative corporation organized and existing under Mo Rev Stats 
Anno §§ 14406 et seq., should be required to convert and to come under 
the Rural Electric Cooperative Act, Art 7, Chap 33, Rev Stats Mo 1939, 
§§ 5386 et seq., as a condition of Commission approval of an application to 
transfer utility properties from a corporation to such codperative, p. 146. 


Consolidation, merger, and sale, § 18 — Grounds for approval — Consumer senti- 
ment. 
9. Consumer sentiment in favor of the transfer of electric utility facilities 
by a corporation to a city and codperative should have some weight, if the 
proposed plan is lawful and of practical operation, in determining the public 
interest, p. 148. 


Consolidation, merger, and sale, § 2 — Stock acquisition by codperative. 
10. A codperative corporation can buy corporate stock of a corporation and 
dissolve it, or participate with others in so doing, as a means of ultimately 
acquiring the physical properties, p. 148. 

Consolidation, merger, and sale, § 62 — Scope of proceeding — Federal loan to 

purchaser — Codperatives. 

11. The authority of the administrator of the Rural Electrification Act to 
loan money to codperatives for the purchase of existing utility properties is 
not an issue before the Commission in a proceeding relating to an applica- 
tion for approval of the transfer of utility properties to the codperatives, 
p. 148. 

Security issues, § 38 — Necessity of approval — Federal loan to codperative. 
12. Commission approval is necessary before an electric codperative, operat- 
ing as a public utility, issues a note for a loan from the Rural Electrification 
Administrator, secured by deed of trust, maturing at periods of more than 
twelve months after date, p. 149. 


Security issues, § 99 — Debt ratio — Electric coéperative — Federal loan. 

13. Approval should be granted for a loan to an electric codperative, and the 
issuance of a note and deed of trust to secure the same, although the amount 
borrowed closely approaches the value of the property, where the securities 
are not to be sold to the public, the lender (Rural Electrification Adminis- 
trator) is capable of taking care of his interests, the interest rates are lower 
than public utilities generally are able to obtain and are not burdensome to 
the borrower, and the debt will be gradually reduced, p. 151. 
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By the Commission: 


Preliminary 


We append an index for the con- 
venience of the reader. [Omitted 
here.] It will be understood that the 
name or initials placed in parentheses 
following company and other names 
will be their abbreviated and con- 
venient designations herein. 


A 
The Application Herein 


This matter arises upon the joint 
application of Associated Electric 
Company (“Associated”), Missouri 
General Utilities Company (“M. G. 
U.”), Genevieve Electric Cooperative, 
Inc. (“Genevieve”), Intercounty Elec- 
tric Cooperative Association (“Inter- 
county”), Scott-New Madrid-Missis- 
sippi Cooperative Association (“Scott- 
New Madrid”), Black River Electric 
Cooperative (“Black River”), and 
Crawford Electric Cooperative, Inc. 
(“Crawford”), and the city of Rolla 
(“Rolla”) in which is sought the ap- 
proval of this Commission for (1) the 
sale by Associated to Rolla, Genevieve, 
Intercounty, Scott-New Madrid, 
Black River, and Crawford (the last 
five named being collectively referred 
to as the “Codperatives’”’) of all the 
securities and long-term indebtedness 
of M. G. U. owned by Associated ; 
(2) the dissolution of M. G. U. and the 
distribution of its assets among the 
said Codperatives and Rolla; (3) the 
issuance of certain notes and stock 
and the execution of certain deeds of 
trust by Genevieve and Intercounty 
respectively; and (4) the exercise by 
Genevieve and Intercounty, respec- 
tively, of their corporate franchises 
and the operation by them of the 
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properties and the exercise of the 
franchises and rights transferred to 
them in the dissolution of M. G. U. 
All this is alleged to be pursuant to 
the sales contract attached to the ap- 
plication. 


B 
Hearing and Appearances 


The application was heard before 
members of this Commission at its 
hearing room in Jefferson City, Mis- 
souri, on February 19, 20, and 21, 
1945, upon due and proper notice to 
all interested parties. At such hear- 
ing all applicants were represented by 
their respective counsel. The Mis- 
souri Utilities Company (“M. U.”) 
and the city of Perryville (Perryville) 
appeared by their respective counsel as 
protestants against said application. 
At the close of the hearing time was 
extended to all interested parties in 
which to file briefs, after the filing of 
the transcript of the evidence herein. 


Cc 
Our Finding of Facts 


From the evidence adduced this 
Commission finds the facts to be: 
1. Cause of the Sale 

Associated (a Delaware corpora- 
tion) is an intermediate registered 
holding company under the Public 
Utility Holding Company Act (of 
Congress) of 1935 and a subsidiary 
of the Associated Gas and Electric 
Corporation (A. G. & E.) which is 
also a registered holding company un- 
der said act. Associated owns all the 
outstanding capital stock and long- 
term indebtedness of M. G. U. (at all 
times referred to herein as M. G. U. 
securities) with the exception of a 
debt to the United States of America 
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incurred through the Rural Electri- 
fication Administration (R. E. A.). 
M. G. U. is a Missouri public utility 
corporation subject to the regulatory 
jurisdiction of this Commission and 
its principal office is at Rolla, Mis- 
souri. 


Denis J. Driscoll and Willard L. 
Thorp, trustees of A. G. & E. appoint- 
ed by a United States district court 
of New York, in a reorganization pro- 
ceeding under the Bankruptcy Act, 
were directed by the order of the 
Securities and Exchange Commission 
dated August 13, 1942,45 PUR(NS) 
141, pursuant to § 11(b) (1) of the 
Holding Company Act, to dispose of 
their direct and indirect ownership, 
control, and holding of securities is- 
sued and properties of M. G. U. The 
outstanding M. G. U. securities owned 
by Associated consisted (as of Decem- 
ber 31, 1943) of $555,000 principal 
amount first mortgage bonds, series A 
at 6 per cent due March 1, 1946 (of 
which $181,000 principal amount was 
pledged with R. E. A. to secure the 
unpaid balance of the M. G. U. note 
to R. E. A.); $393,000 principal 
amount open indebtedness, bearing 6 
per cent; and 2,200 shares of com- 
mon stock, no par value. 

The S. E. C. on November 27, 
1944, issued its order granting As- 
sociated’s application for approval of 
this proposed sale pursuant to the sales 
contract and holding that such sale 
was appropriate to comply with the 
said divestment order of August 13, 
1942, supra. 

2. The M. G. U. Properties and Oper- 
ations Efforts to Sell 

M. U.’s Efforts to Purchase two Por- 
tions 

M. G. U.’s properties and facilities, 
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and the operations thereof, are en- 
tirely within the state of Missouri and 
all counties, cities, towns, and villages 
herein mentioned are within the state 
of Missouri, unless otherwise indicat- 
ed. 

M. G. U. owns and operates electric 
generation, transmission, and dis- 
tribution plants, facilities and lines in 
seven counties (Ste. Genevieve, Perry, 
Bollinger, Cape Girardeau, Stoddard, 
Phelps, and Crawford), together with 
water systems in Rolla and Ste. 
Genevieve and a sewer system in Ste. 
Genevieve. 

In December, 1943, Associated sent 
letters to twenty-two parties, includ- 
ing M. U., who had manifested an 
interest in purchasing M. G. U., in- 
viting them to make firm offers to 
purchase the M. G. U. securities. 
Five bids were thereafter received by 
Associated. Included in these five 
bids was one from Missouri Utilities, 
a protestant, which was limited to 
the purchase in place of the facilities 
of the Black River and Scott-New 
Madrid or Scott portions hereinafter 
described. It is willing to pay the 
same prices therefor as the codpera- 
tives have agreed to pay under the 
sales contract and desires to do so. 

M. U. has a contract with M. G. U. 
to supply wholesale power to M. G. U. 
at Delta for the Black River portion 
and at Dexter for the Scott portion of 
the M. G. U. properties. M. U. gen- 
erates the power so furnished at its 
generating plants at Cape Girardeau 
and Poplar Bluff, and it owns the 
transmission lines through which their 
energy is transmitted. The Black 
River and Scott portions of the M. 
G. U. properties are in the same 
geographical area as M. U.’s proper- 
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ties and these two portions (Black 
River and Scott-New Madrid) are 
dependent upon M. U. for their sup- 
ply of wholesale power. M. U. has 
submitted rates which would be ap- 
plicable if it were permitted to acquire 
these properties and these portions 
could be easily integrated with their 
own which are in the same vicinity. 
M. U. also makes the point (which 
is the fact) that while the cities in 
these two portions are less than 1,500 
in population they are now receiving 
electrical service from a central serv- 
ice station. This service, however, is 
from the seller M. G. U. 

The highest bid received was a 
joint bid of Rolla and Genevieve to 
pay a base consideration of $1,610,- 
000 for the M. G. U. securities. The 
next highest bid was in an amount 
approximately $45,000 lower. Fol- 
lowing such bid, however, Rolla and 
all the codperatives made the contract 
of sale. 


3. Contract of Sale 


The codperatives and Rolla, pur- 
suant to due authorization of their 
respective boards of directors and, in 
the case of Rolla, its city council, en- 
tered into the sales contract dated as 
of May 1, 1944, providing for the sale 
of the M. G. U. securities (that is, its 
capital stock and long-term indebted- 
ness, except the R. E. A. loan), for 
a base consideration of $1,610,000, 
subject to various adjustments de- 
tailed in the Sale Contract. The sale 
contract provides that Associated 
shall transfer these M. G. U. securi- 
ties to the Codperatives and Rolla 
(the Purchaser) in the following pro- 
portions and that the several Pur- 
chasers shall pay to Associated the fol- 


lowing portions of the base purchase 


price : 


$1,610,000 


Under the contract, Genevieve, at 
the closing, is to be allowed as a credit 
against the consideration due from it, 
the amount of the unpaid balance of 
the M. G. U. note to R. E. A., which 
Genevieve is assuming. 


4. Dissolution Contract among Pur- 
chasers 


The purchasers have, pursuant to 
due authorization by their respective 
boards of directors and; in the case of 
Rolla, its city council, entered into an 
agreement, dated as of May 1, 1944 
(hereinafter called the “Dissolution 
Contract”), providing that as prompt- 
ly as possible after the consummation 
of the sale contract these purchasers 
(said codperatives and the city of 
Rolla) shall, as the M. G. U. stock- 
holders (which the purchasers would 
then be) cause the dissolution of M. 
G. U. and divide its properties among 
themselves, each of the purchasers to 
acquire that portion of the M. G. U. 
properties, and as agreed upon, and 
next described. 


5. Acquisitions of Each Purchaser 


Populations 

All populations are U. S. Census 
1940. Pursuant to their agreement 
the purchasers will receive these por- 
tions respectively, to wit: 


The portion to be acquired by Rolla 
includes a water system and an elec- 


60 PUR(NS) 136 





‘ara, ca, 


o- mn & onan = 


ea) 


re) 


S| ssssss 


RE ASSOCIATED ELECTRIC CoO. 


tric distribution system.in Rolla, about 
a mile of 33-kilovolt transmission line 
extending from Rolla to a substation 
east of Rolla (owned by Sho-Me Pow- 
er Cooperative, hereinafter called 
“Sho-Me”’), a distribution line ex- 
tending approximately 2 miles from 
Rolla to its sewage disposal plant and 
a generating plant in Rolla consisting 
of two Diesel units, used principally 
for standby purposes, and having an 
aggregate capacity of 436-kilowatt. 
This Rolla portion of the facilities 
serves approximately 2,100-kilowatt 
electric consumers. Rolla is a city 
of 5,141 population. Practically all 
the power is purchased from Sho-Me 
for use in Rolla. 

The portion to be acquired by Inter- 
county includes 15 miles of rural dis- 
tribution line in the vicinity of Rolla, 
9.4 miles of 13.2-kilovolt transmission 
line extending from the Sho-Me sub- 
station east of Rolla to the M. G. U. 
substation at St. James, a substation 
at St. James and. the distribution 
facilities within and in the vicinity of 
St. James. This portion of the facili- 
ties serves 591 electric consumers. 
St. James is a city of 1,812 population. 
All power used by this unit is pur- 
chased from Sho-Me. 


The portion to be acquired by Craw- 
ford includes the distribution facilities 
in and in the vicinity of the city of 
Steelville, some 5 miles of 13.2-kilo- 
volt transmission line extending from 
the Sho-Me substation near Cuba to 
Steelville, and the substation at Steel- 
ville. This portion of the facilities 
serves 315 electric consumers. Steel- 
ville has a population of 1,013 popula- 
tion. All power used by this unit is 
purchased from Sho-Me. 

The portion to be acquired by 


Genevieve, includes the electric dis- 
tribution facilities in the cities of 
Perryville, Ste. Genevieve, St. Marys, 
and several smaller cities and com- 
munities, a water system and sewage 
plant in Ste. Genévieve, approximate- 
ly 76 miles of 33-kilovolt transmission 
line, 266 miles of rural distribution 
line and 9 substations each of approxi- 
mately 33-kilovolt capacity. These 
facilities now serve approximately 3,- 
800 electric consumers. M. G. U. 
purchases practically all of its energy 
for this Genevieve portion from Union 
Electric Company at a point near the 
St. Francois-Ste. Genevieve County 
Line. M. G. U. also has a contract 
for the supply of emergency power at 
Wittenberg, Missouri, with Central 
Illinois Public Service Company which 
is generated in the state of Illinois. 
Perryville has a population of 3,907, 
Ste. Genevieve 2,787, and St. Marys 
605. Other cities and communities 
have populations which are less than 
St. Marys. 

The portion to be acquired by Black 
River comprises approximately 20 
miles of 13.8-kilovolt transmission 
line extending from Delta to Marble 
Hill, 3 miles of 2.3-kilovolt line from 
Marble Hill to Glen Allen, 6 miles of 
2.3-kilovolt line from Leopold to 
Glennon, the 33—13.8-kilovolt sub- 
station at Delta, the distribution facili- 
ties in Marble Hill, Lutesville and 
other smaller communities and a 92- 
kilowatt internal combustion engine 
generating plant at Lutesville. These 
facilities now serve 339 electric con- 
sumers. The generating plant at 
Lutesville is used for standby pur- 
poses. M. G. U. purchases its power 
for this portion of its properties at 
Delta from protestant Missouri Utili- 
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ties. Marble Hill has a population of 
421 and Lutesville 581. 

The portion to be acquired by Scott- 
New Madrid (and sometimes called 
Scott) includes the distribution facili- 
ties in the city of Bloomfield, some 8 
miles of 33-kilovolt transmission line 
extending from a point near Dexter 
to Bloomfield, 2- 33-2.3-kilovolt 
substations at Bloomfield and ap- 
proximately 5 miles of 2.3-kilovolt 
transmission line extending from 
Bloomfield to Idalia. Bloomfield has 
a population of 1208. 322 electric 
consumers are served by these facili- 
ties. M. G. U. purchases all of its 
power for this portion of its proper- 
ties from protestant Missouri Utilities 
at its (M. U.’s) switching station 
located near Dexter. 


6. Corporate Status of Purchasers 
Purchase Prices to be Borrowed 


(a) The Coéperatives 


One of the Codperatives, Black 
River, is a codperative corporation 
duly converted and existing under the 
Rural Electric Codperative Act, Art 
7, Chap 33, Rev Stats Mo 1939, 
$§ 5386 et seq. The other four Co- 
Operatives are codperative corpora- 
tions organized and existing under 
Mo Rey Stats Anno §§ 14406 et seq. 
Two of these four Codperatives, 
Genevieve and Intercounty, have re- 
cently amended their Articles of In- 
corporation to permit them to serve 
electricity to the public generally in 
respect to facilities which they acquire 
from a public utility corporation. Its 
amended Articles of Incorporation em- 
power Genevieve to own and operate 
a water system. Intercounty and 
Genevieve propose to operate their re- 
spective portions of the M. G. U. 
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properties under the continuing juris- 
diction of this Commission. The In- 
tercounty and Genevieve portions em- 
brace the only M. G. U. properties 
other than the properties in Rolla, that 
render service in incorporated cities 
having populations in excess of 1,500. 
Intercounty and Genevieve further 
propose, in the event the said limita- 
tion of public utility status to the ac- 
quired property in the Intercounty and 
Genevieve portions should be unac- 
ceptable to the Commission, to amend 
their Articles of Incorporation further 
to permit them to serve the public 
generally and to submit to this Com- 
mission's jurisdiction in respect of all 
of their properties. The other two 
cooperatives, Crawford and Scott, are 
in the process of converting as au- 
thorized by § 5402 Rev Stats Mo 1939 
into codperatives subject to the pro- 


visions of the Rural Electric Codpera- 


tive Act. Art 7, Chap 33, Rev Stats 
Mo 1939. 

Some of the codperatives propose 
to obtain the funds with which to pay 
their respective portions of the pur- 
chase price pursuant to the Sale Con- 
tract by loans from R. E. A. which 
has already entered into loan con- 
tracts with each of them to lend not 
only the funds required by them under 
the Sale Contract, but additional funds 
to finance the construction of addi- 
tional lines by the Codperatives to 
reach persons presently without elec- 
tric service. These extensions of 
service by the Codperatives will be 
made possible by the acquisition by 
them of the portions of the M. G. U. 
properties respectively allocated to 
them in the Dissolution Contract. 
These loans will bear interest at 2 
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per cent and are required to be repaid 
over a period of thirty-five years. 


(b) Rolla 


Rolla is a municipal corporation of 
this state, being a city of the fourth 
class, and has a population of 5,141. 
At a special election held on Septem- 
ber 26, 1944, by a vote of 988 for 
to 43 against the qualified voters of 
the city authorized the issuance by 
the city of $50,000 of its general ob- 
ligation bonds the proceeds of which 
are to be used as a part payment on 
account of “‘its said portion of the pur- 
chase price under the Sale Contract,” 
that is (Ordinance No. 622) for “pay- 
ing said amount on the purchase price 
of the electric and water plant and 
system now owned by Missouri Gen- 
eral Utilities Company serving such 
city and its inhabitants.” 

The remainder of Rolla’s portion 


of the purchase price (approximately 
$360,000) is to be paid by Rolla in 
instalments solely from the net rev- 
enue derived by Rolla from the oper- 
ation of the utility facilities acquired 


and “revenue bonds” therefor have 
been authorized. 

Rolla has no judgment or current 
indebtedness outstanding. It has four 
outstanding bond issues of which a 
total of $95,000 is outstanding, 
against which it has cash aggregating 
$40,650.39 in a sinking fund to meet 
the $95,000. 


7. Present and Projected Operations 
(a) Intercounty 


Intercounty owns and operates ap- 
proximately 800 miles of distribution 
line in the counties of Maries, Gas- 
conade, Crawford, Dent, Texas, 
Wright, Laclede, and Phelps, serving 
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approximately 2,200 consumers all of 
whom are now members. These dis- 
tribution lines extend into the imme- 
diate vicinity of St. James, in the last- 
named county, which with the 
integration of the present M. G. U. 
facilities, if acquired herein, will be the 
basic facilities of Intercounty’s opera- 
tions. Its facilities can be extended 
to supply many in the rural area of 
its arena of operations. 

Intercounty desires our authoriza- 
tion for it to issue and to sell 554 
shares of its stock and to borrow $87,- 
000 or at 2 per cent for thirty-five 
years from the R. E. A. secured by 
deed of trust, with which to finance 
its purchase. Further facts on this 
will be given in the opinion to follow. 
This codperative insists that it can 
reduce its rates to its customers sub- 
stantially (and proposes a rate reduc- 
tion in St. James) and meet all operat- 
ing charges because of overhead 
operating costs and low interest rates 
below M. G. U.’s operation and as 
well the elimination of certain Federal 
taxes for which it would not be liable. 


(b) Crawford 

Crawford owns and operates a dis- 
tribution system in the counties of 
Crawford and Franklin serving 2,284 
members. M. G. U. now has 315 
consumers in the portion which Craw- 
ford seeks to acquire. If acquired 
Crawford will be able to add 261 
miles of transmission line in said 
counties and near-by Gasconade coun- 
ty since the War Production Board 
has approved the use of the necessary 
materials. 

Crawford has heretofore borrowed 
$400,000 from R. E. A. and will be 
able to make the proposed purchase 
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without the necessity of borrowing 
more as well as to have about $300,- 
000 with which to make the exten- 
sions. 


(c) Genevieve 


Genevieve, which proposes to ac- 
quire the Genevieve portion of the M. 
G. U. properties, neither owns nor 
operates any electric properties. 2,- 
073 persons without electric service 
have applied for membership in and 
service from Genevieve. It has re- 
cently issued its mortgage note to R. 
E. A. in the principal amount of $200,- 
000 to finance the construction of ap- 
proximately 162 miles of line in Perry 
and Ste. Genevieve counties to serve 
immediately 483 members. For the 


use of the critical materials required 
for this construction Genevieve has 
already obtained the approval of the 


War Production Board and has al- 
ready entered into a construction con- 
tract. It is expected that this con- 
struction will be completed within the 
next several months. 


Genevieve specifically seeks this 
Commission’s approval for the issu- 
ance to R. E. A. of its note in the 
principal amount of $1,006,000, bear- 
ing interest at the rate of 2 per centum 
per annum and having an over-all re- 
payment term of thirty-five years, the 
execution and delivery of a supplemen- 
tal deed of trust to secure the afore- 
said proposed note, and the issuance of 
3,708 shares of its stock to persons 
now receiving service from the 
Genevieve portion of the M. G. U. 
properties. Further facts on this will 
be given in the opinion to follow. It 
proposes to rehabilitate these proper- 
ties when materials are available. 

Genevieve intends to expand its 
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facilities after its acquisition of the 
Genevieve portion of the M. G. U. 
properties, in order to serve persons 
in rural areas when materials are 
available for such purpose and will 
borrow funds therefor from R. E. A. 
which is committed to make the loans. 
Genevieve proposes to continue using 
the same power source which M. G. U, 
now uses for the Genevieve portion of 
the M. G. U. properties, which pow- 
er source will likewise be available for 
the newly constructed lines. 
Genevieve proposes, subject to this 
Commission’s approval, reductions in 
residential and commercial rates in 
Perryville and Ste. Genevieve and in 
residential rates in the other cities 
served by the Genevieve portion, and 
an increase in the depreciation rates. 


(d) Scott 


Scott, which proposes to acquire the 
isolated section of M. G. U. property 
in and near Bloomfield. It now owns 
and operates approximately 660 miles 
of rural distribution line in the coun- 
ties of Scott, New Madrid, Missis- 
sippi, Stoddard, Bollinger, and Cape 
Girardeau. It has its principal office 
at Sikeston, whose municipal plant 
supplies the power needs of Scott’s 
system. It has 2,912 members. The 
Scott portion of the M. G. U. proper- 
ties is 80 or 90 miles from the Ste. 
Genevieve portion and approximately 
35 miles from the nearest other isolat- 
ed section of the M. G. U. lines. The 
Scott portion is almost surrounded by 
the existing lines of the Scott co- 
Operative which are near the city of 
Bloomfield at several points. M. G. 
U. serves 322 consumers in this Scott 
portion of the M. G. U. properties and 
the citizens of Bloomfield are anxious 
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that this proposed acquisition be con- 
summated because, as they believe, it 
will enable Scott to extend electric 
service to many unserved farmers in 
Bloomfield’s trade area. Depreciation 
rates are to be increased and rates re- 
duced. 

Scott has heretofore borrowed 
$556,669 from R. E. A. of which it 
has already repaid about $70,000. It 
has also invested more than $25,000 
in war bonds. 


(e) Black River 


Black River, which proposes to ac- 
quire the isolated and physically in- 
dependent section of line extending 
from Delta to Glen Allen now owns 
and operates approximately 456 miles 
of distribution line in the counties of 
Carter, Shannon, Reynolds, Iron, 
Wayne, Madison, St. Francois, Perry, 
and Bollinger. It has 1,806 members. 
Black River generates a portion of the 
power required for its facilities within 
the city of Ellington, and purchases 
from Sho-Me at Winona and from 
Arkansas-Missouri Power Company 
at Pilot Knob the remainder of its 
power requirements, constituting ap- 
proximately 60 per cent thereof. It 
expects to continue to use the same 
power source (M. U. at Delta) to 
serve these M. G. U. consumers on the 
M. G. U. properties to be acquired. 
It expects to construct approximately 
121 miles of additional rural distribu- 
tion lines to extend service to present- 
ly unserved farms in this area and 
R. E. A. has already committed itself 
to finance the major portion of this 
new construction. 

Black River proposes reduced res- 
idential rates which had they been in 
effect during the twelve months end- 
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ing November 30, 1944, in these 
smaller cities would have saved the 
M. G. U. consumers affected about 
$1,000. It also proposes to increase 
the depreciation rates. 

M. G. U. serves 339 consumers off 
the Black River portion of its prop- 
erties, 329 of whom have signed ap- 
plications for service by and member- 
ship in Black River. 

Black River has heretofore borrowed 
$449,650 from R. E. A. of which it 
has repaid more than $25,000; $17,- 
500 of this amount it has repaid in 
advance of requirements under: its 
notes. 


8. Value of the Properties As a Whole 
and by Parcels 


The division of the base purchase 
price among the purchasers as set 
forth in the Sale Contract was agreed 
to by them upon the basis of both re- 
production cost new less depreciation 
and the earnings records of these six 
portions of the M. G. U. properties. 

The valuation of the property made 
in our Case No. 6787 by this Com- 
mission, its engineers, and the com- 
pany’s engineers as of December 31, 
1929, and adjusted from that date to 
December 31, 1944, are equal to, or 
very slightly above, the purchase price. 
But upon the basis of capitalization of 
the earnings, averaged for the years 
1939 to 1944, or upon earnings of the 
last year only, gives a valuation of the 
properties substantially in excess of the 
purchase price. These findings are 
applicable not only to the purchase 
price of all the properties but also to 
the purchase price of each portion, de- 
termined by the percentages fixed in 
the contract of the purchase price 
which each purchaser is to pay. 
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9. Purchasers Plan Service on a Non-— 


profit Basis 

All the five codperatives are non- 
profit associations and the city of 
Rolla, we assume, desires municipal 
ownership and operations of the Rolla 
portion of these facilities in order to 
afford low cost service. 

Under whatsoever organization the 
cooperatives may operate, their pur- 
pose is to serve at low cost to the con- 
sumer, rather than at a profit to be 
distributed in dividends. Under such 
a plan there is no incentive to acquire 
any stock with the expectation of div- 
idends in money. Under present, or 
any contemplated organization of the 
cooperatives its stockholders will have 
a voice in the management by their 
votes at elections to choose the direc- 
tors. Citizens of Rolla will have their 


opportunity to choose their local of- 


ficers who will operate or direct the 
operation of the acquired properties. 
Presumably these will be interested in 
operations to secure service at the low- 
est cost commensurate with prudent 
management and future standards of 
maintenance of their plant. All the 
cooperatives seem to expect that these 
acquisitions integrated with their ex- 
isting (and contemplated) facilities 
will be conducive to an improvement 
and spread of rural electrical service 
to the advantage of rural areas. 

Any other facts, necessary to truly 
picture this case and to decide it, which 
may have been omitted in the fore- 
going will be covered in the opinion. 


Opinion 
Right of Owner to Sell 


[1, 2] If the proposed transfer of 
M. G. U.’s facilities is in the public 
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interest, or is not detrimental thereto, 
and if the means employed in doing 
so are lawful, and the purchasers have 
a charter which confers the right to 
awn and to operate the same, such pro- 
posed transfers should have our ap- 
proval. A property owner should be 
allowed to sell his property, if the 
proposed purchaser is one who is em- 
powered by law to acquire it, unless 
it would be detrimental to the public 
interest to do so. State ex rel. St. 
Louis v. Public Service Commission 
(1934) 335 Mo 448, 5 PUR(NS) 
230, 73 SW2d 393. 

It should be recalled, that the plan 
for the acquisition of the facilities is 
for the five cooperatives and the city 
of Rolla to purchase all the securities 
(including the common.stock) of M. 
G. U. from Associated, the owner 
thereof, and then to dissolve the in- 
corporated M. G. U., leaving such 
purchasers to be the owner of the 
physical properties. These, then, are 
to be partitioned, in kind, between 
them as they have agreed in another 
contract, and as has been previously 
set forth. 

The contract is not severable, and 
therefore this application must be re- 
jected in toto if the acquisition by any 
of the purchasers of these securities or 
of their particular parcels cannot meet 
with our approval. 


Right of Rolla to Buy Corporate Stock 


[3] With this in view we will first 
take up the case of the Rolla acquisi- 
tion. In our opinion the recent case 
of Springfield v. Monday (1945) — 
Mo —, 185 SW2d 788, authorizes 
a city to acquire the facilities of a 
utility operating therein, by the means 
of acquisition of. the common stock 


142 





RE ASSOCIATED ELECTRIC CO. 


and the dissolution of the corporation 
owning the facilities and that this 
would not be a trading in securities 
and if so, to be condemned herein. 
The case holds that notwithstanding 
the constitutional prohibition against 
a city subscribing to the capital stock 
of a corporation (§ 6, Art IX of our 
old Constitution) that a city can own 
such stock for the purpose of dissolv- 
ing the corporation so as to leave the 
city the owner of its assets. That case 
cites the following cases from other 
states which support such views: 
People ex rel. Murphy v. Kelly 
(1879) 76 NY 475; Long v. Mayo 
(1937) 271 Ky 192, 111 SW2d 
633; Cawood v. Coleman (1943) 294 
Ky 858, 172 SW2d 548; State ex 
rel. Johnson v. Consumers Pub. Pow- 
er Dist. (1943) 143 Neb 753, 10 NW 
2d 784, 152 ALR 480. 

An examination of the cases just 
cited shows that the Constitutions of 
such states provide the additional pro- 
hibition, as does our new and present 
Constitution (§ 23, Art VI) that no 
city shall own or subscribe for stock 
in a corporation. Our supreme court 
in the Monday Case, supra, in follow- 
ing such cases from other states no 
doubt intended to follow the reason- 
ing thereof, that is: that the prohibi- 
tion against the ownership of stock 
was not intended to prohibit the ac- 
quisition of stock which was to be 
followed by an immediate dissolution 
of the corporation as a means of ac- 
quiring the facilities of the corporation. 
We, therefore, hold that Rolla can 
lawfully acquire the facilities which 
it proposes to acquire, by the means 
aforesaid, notwithstanding the new 
constitutional provision that a city 
cannot own such capital stock. 
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At all events the city of Rolla voted 
its bonds and entered into this contract 
prior to the adoption of the new Con- 
stitution, and such new Constitution 
provides that all rights and obligations 
existing and all contracts entered into 
“prior to the adoption of this Con- 
stitution shall continue to be.as valid 
as if this Constitution had not been 
adopted.” Schedule § 5. 

It is lawful for a city of the fourth 
class to acquire and to operate elec- 
tric facilities within its borders and 
in our opinion our supreme court has 
approved the method here proposed 
to be used. Rolla’s voters have over- 
whelmingly approved the necessary 
bonds, which is an indication of favor- 
able consumer sentiment of its people 
for this acquisition. The testimony 
adduced at this hearing was to the 
same effect and no citizen of Rolla 
is protesting herein. We have no 
reason to disapprove the application as 
to this Rolla portion. 


Corporate Capacity of Buyers 

[4, 5] The corporate capacity of 
the codperative purchasers to own and 
to operate the properties is determined 
by an examination of the corporate 
charters, as the same are certified by 
the secretary of state, and of amend- 
ments thereto adopted under the pro- 
visions of law and their charters. Such 
corporations presumably have the 
powers granted to them by their state 
charters. State ex inf. Shartel ex rel. 
Sikeston v. Missouri Utilities Co. 331 
Mo 337, 350, PUR1933A 225, 233, 
53 SW2d 394, 399, 89 ALR 607, 
615. And such corporate power is 
not an issue in determining the public 
interest, Chicago & N. W. R. Co. v. 
Buckingham Transp. Co. (1942) — 
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SD —, 46 PUR(NS) 497, 5 NW 
2d 729, but is properly to be raised 
by a direct quo warranto proceeding, 
and not collaterally. Case No. 10,- 
297, Re Missouri Electric Power Co. 
(1943) 50 PUR(NS) 257, 273, 
where we fully discussed the matter. 

If the rule were otherwise and if the 
various boards and bureaus (of which 
we are one) in the state government 
had a right to hold that a corporation 
did not, in reality, possess the cor- 
porate powers as shown by its charter, 
then upon divergent conclusions by 
such boards and bureaus respecting 
the same corporation, untold confusion 
could result in the very common sub- 
jects to taxation and regulation, if 
not others. When the remedy of quo 
warranto is pursued, one, and only 
one, result is reached and it would 
bind all. 


As against the argument that it is 
not expedient or lawful that a transfer 
of such facilities should be authorized 
because subsequently, and in quo war- 
ranto, the activities of the allegedly 
corporate purchaser might be halted, 
it is well to point out that in such 
event the courts and this Commission 
would be able to cope with the exist- 
ent situation, should it occur, to as- 
sure the continuity of service to the 
public. Applications for transfers 
should not be permitted to stagnate 
in our files, without a hearing or de- 
termination thereof, awaiting the pos- 
sibility suggested, with extensions of 
service to new consumers curtailed if 
not stopped. 

Again, it is discretionary with the 
court, when rendering its judgment 
in a quo warranto suit, whether or 
not it should issue a writ of ouster, 
which, in that respect, is unlike the 


assurance in cases of injunction or 
mandamus wherein, if a case is made, 
the writ must be granted as a matter 
of right. State ex rel McAllister v. 
Cupples Station Light, Heat & P. Co. 
(1920) 283 Mo 115, 223 SW 75; 
State ex inf. Attorney General ex rel. 
Harrington v. School District (1926) 
314 Mo 315, 284 SW 135; State ex 
rel. Jackson v. Mansfield (1903) 99 
Mo App 146, 72 SW 471. 44 Ameri- 
can Jurisprudence, Quo Warranto, 
§§ 15, 16, 10 to 14. 

And if it is determined that a writ 
of ouster should be granted in a quo 
warranto suit it is the practice of our 
courts to even then withhold the writ 
for a reasonable and fixed time for the 
respondent to bring itself within the 
particulars ruled therein. State ex 
inf. McKittrick ex rel. Lebanon v. 
Missouri Standard Teleph. Co. (1935) 
337 Mo 642, 85 SW2d 613. State 
ex inf. McKittrick ex rel. Campbell v. 
Arkansas-Missouri Power Co. (1936) 
339 Mo 15,93 SW2d 887. 


Dual Operations,—as Public and as 
Private Utility. 


[6, 7] Genevieve and Intercounty 
are incorporated under §§ 14406 et 
seq. Rev Stats Mo 1939 to serve their 
members. They have recently amend- 
ed their Articles of Incorporation to 
permit them to serve the public gen- 
erally in respect to facilities which they 
may acquire from public utility cor- 
porations. They undertake to justify 
their plan of a public utility status as 
to only a portion of their electric prop- 
erties and private as to the remainder 
by the rulings of the Missouri su- 
preme court in State ex rel. Cirese v. 
Public Service Commission (1944) — 
Mo —, 178 SW2d 788, and in State 
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ex rel Lohman & Farmers Mut. 
Teleph. Co. v. Brown, 323 Mo 818, 
PUR1930A 160, 19 SW2d 1048, and 
others. The cases sustain the right of 
such dual operations. 


But our problem on the proposal of 
this dual operation, unseverable geo- 
graphically or otherwise, runs square- 
ly into the question of the public in- 
terest and our resulting administration 
processes, both of which condemn such 
a venture in this case. It would not be 
in the public interest to approve a serv- 
ice of the same kind to be regulated as 
to the service to its public consumers 
and unregulated as to the service to 
its members, since we would control 
rates to be charged to the former while 
the Codperatives would fix the rates to 
members. It certainly would not be in 
the public interest for us to make any 
order which might result, or threaten 
to result, in such different rates. As 
to our administration and regulation 
of the acquired portion of the facilities 
(apart from its other) and of the 
service to the consumers thereon, it 
is obvious that only confusion would 
result in the accounting, the deprecia- 
tion, the deductible operating costs and 
many other features of the intricacies 
of regulation placed on this Commis- 
sion. 


In the Lohman Case, supra, it was 
no problem to account for the income 
from that single telephone line and its 
upkeep and depreciation rates to be 
maintained. The Cirese Case, supra, 
arose out of our regulation efforts 
against an unlawful operation which 
was not one of our creation. The 
court uttered the doctrine stated in or- 
der to show that the relator had been 
unlawfully operating (that is: without 
the authority of this Commission) to 
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serve the public, and therefore as a 
public utility, while lawfully operating 
private facilities for himself and his 
tenants. The question of this Com- 
mission permitting such dual operation 
was not involved in those cases and 
permission to do so or not to do so is 
peculiarly one for this Commission to 
determine. In proper cases of viola- 
tions by the wrongful act of others we 
will, of course, handle them as best 
we can, and until the unlawful opera- 
tion can be halted. But we do not be- 
lieve it would be in the public interest 
or a good administration policy for us 
to unnecessarily create such confusion 
by permitting the dual operation by 
Genevieve and Intercounty, when ob- 
viously it can be, and should be, avoid- 
ed. 

However, Genevieve and Intercoun- 
ty agreed in the record that in the 
event we came to the foregoing con- 
clusion, that they and each of them 
would amend their charters so as to 
serve the public generally as to their 


_present and also their acquired prop- 


erties and to be under our jurisdiction 
completely as to all their properties. 
The long and tedious hearing on the 
present application disclosed all the 
facts or should have done so. Repeti- 
tion would serve no useful purpose. 
We believe the application should be 
approved as to Genevieve and Inter- 
county in this case upon the condition 
that they make the suggested amend- 
ments or reincorporate, so as to be 
authorized by their. charters to serve 
the public generally as to all their fa- 
cilities, instead of denying this entire 
application solely because this plan of 
dual operations by these two codpera- 
tives runs counter to our administra- 
tive views and only to have another 
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application and the mass of evidence 
repeated. 


Crawford Required to Convert to 
Rural Electric Codperative 


[8] Crawford is organized under 
§§ 14406 et seq. and will be required 
to convert and to come under the 
Rural Electrification Act, §§ 5386 et 
seq., if we approve this application. 
The subject of conversion presently to 
be discussed in connection with Black 
River and Scott-New Madrid will ap- 
ply herein. This Crawford group has 
no city or town which has a popula- 
tion in excess of 1,500 and can so con- 
vert as it asserts it is now in process of 
doing. 


Protestant M.U.’s Interest Is in Black 
River and Scott-New Madrid 


Protestant M.U.’s objections main- 
ly are upon the law. Its particular in- 
terest is to acquire these Black River 
and Scott-New Madrid portions of 
M.G.U. properties, which it undertook 
to do when bids were received on the 
M.G.U.’s properties. It now supplies 
the energy for both portions. These 
portions could easily be integrated with 
M.U.’s facilities or with those of these 
purchasers also in this field. M.U., 
in this connection, is willing to pay the 
same price for the properties of both 
the Black River and Scott-New Mad- 
rid which the purchaser is receiving in 
the pending deal, if this deal is not 
consummated. M.U. also proposes 
lower rates generally, and in most 
brackets for Bloomfield, Missouri (in 
this Scott-New Madrid portion), than 
the present M.G.U. rates, and the 
Scott-New Madrid proposed rates, 
but in rural rates Scott-New Madrid’s 
are slightly lower than M.U.’s. It also 
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proposes if it shall acquire these por- 
tions (Black River and Scott-New 
Madrid) it will extend its service to all 
rural customers “when such service is 
economically possible and meets with 
the approval of this Commission.” 


These facilities if acquired by these 
Cooperatives will enlarge their respec- 
tive opportunities to serve rural areas, 
Bloomfield, the largest city within both 
portions, has a population of 1,208, 
and its citizens are very much in favor 
of the proposal herein pending because 
the Codperatives will be enabled to ex- 
tend electric service to many unserved 
farmers in the trade territory of Bloom- 
field, which they regard as a direct 
benefit of such city. Other smaller in- 
corporated cities in these portions have 
urged the approval of this application. 
Of the 661 M.G.U. customers of these 
portions 617 have signed applications 
for membership in these two codpera- 
tives. 

Weare unable to say that, upon this 
record, it is detrimental to the public 
interest for these respective codpera- 
ties, or either of them, to acquire the 
facilities, through the means afore- 
said, which it is proposed to allot to 
each. Protestant makes it clear in its 
brief filed that it does not ask us to 
disapprove this application merely be- 
cause it is willing to pay the same price 
for this 5.39 per cent (aggregately) of 
the properties as the two cooperative 
buyers, nor does it ask to be substitut- 
ed for the purchaser of these two por- 
tions in the pending deal. Protestant 
asks us to disapprove this application 
upon other grounds, and, if we should 
do so, is ready, willing, and able to 
buy these two portions at the same 
price which these two cooperatives are 


paying. 
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Our Policy to Require Agricultural 
Codperatives to Convert to Rural 
Electric Codperatives 


Both Black River and Scott-New 
Madrid are incorporated under the 
provisions of §§ 14406 et seq. Rev 
Stats Mo 1939. Black River has con- 
verted, and Scott-New Madrid pro- 
poses, if this application is sustained, 
to convert and to come under the pro- 
visions of the Rural Electric Codpera- 
tive Act, §§ 5386 et seq. As a condi- 
tion of approval of transfers of public 
utility facilities to corporations organ- 
ized under §§ 14406 et seq., this Com- 
mission has required such conversions 
to be made mainly to retain jurisdic- 
tion over the safety features of the fa- 
cilities (§ 5389). Case 10,205, Re 
Van Buren Light, Power and Ice Co. 
(Mo 1942) 45 PUR(NS) 482 (last 
report and order) to Black River, an 
applicant herein; Case No. 10,332, 
Re Lentner Transmission Line (Mo 
1943) 53 PUR(NS) 157 (to sell 
utility properties to Macon Electric 
Codperative) ; Case No. 10,383, Re 
Missouri Southern Pub. Service Co. 
(Mo 1944) 54 PUR(NS) 86 (to 
New Mac Electric Codperative) ; Case 
No. 10,370, Re Citizens Electric Co. 
(Mo 1944) 54 PUR(NS) 40 (to 
Laclede Electric Cooperative) and 
Case No. 10,242, Re Iowa Utilities 
Co. (Mo 1942) 47 PUR(NS) 321 
(to Grundy Electric Corporation). 
The last-named case reached our su- 
preme court in the case of State ex rel. 
Consumers Pub. Service Co. v. Public 
Service Commission (1944) 352 Mo 
905, 544 PUR(NS) 71, 180 SW2d 40, 
44, which will be hereinafter men- 
tioned as the Grundy Case. 

Protestant contends this Commis- 
sion has not been uniform and consis- 
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tent in its rulings to require codpera- 
tives organized under § 14406 to con- 
vert and cites Case No. 10,297 Re 
Missouri Electric Power Co. (1943) 
50 PUR(NS) 257 as one in which 
we held Sho-Me (so organized) could 
not do so. But the distinction was 
made that Sho-Me’s organization was 
not limited to serving rural areas alone 
(as were the others cited in our last 
paragraph) but it was organized to 
serve the public generally in any areas, 
rural or otherwise, and it is under our 
jurisdiction for all regulation given by 
law. The conversion privilege dis- 
cussed has not been made available 
(by § 5402) to corporations organized 
as Sho-Me. 

Protestant argues that all these 
M.G.U. consumers are now receiving 
central station service and that under 
§ 902 Title 7 USCA the Rural Elec- 
trification Administrator is not au- 
thorized to make loans for acquisition 
of such facilities; and also that in re- 
spect to rural electrification the Fed- 
eral Act and our state legislation are 
to be read and considered together 
since they are codrdinated in their ap- 
plication, both deal with the same sub- 
ject matter and both have certain lim- 
itations. The Supreme Court in the 
Grundy Case, supra, has overruled all 
such contentions. 


All Purchasers Qualified to Serve All 


Recalling that Rolla’s proposal of 
operation is municipal ownership and 
that Genevieve and Intercounty will be 
public utility operation under the plan 
previously discussed herein, there will 
remain only three codperatives, Craw- 
ford, Black River, and Scott-New 
Madrid all of whom will be converted 
to the Rural Electrification Act. Ex- 
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amining these three codperatives to 
see if they can lawfully serve M.G.U. 
consumers who do not become mem- 
bers of the codperatives, and to indi- 
dicate consumer sentiment, we find 
that at the time of the hearing Craw- 
ford had applications for membership 
from 181 of M.G.U.’s 315 consumers 
in that portion and already had 2,284 
members; that Black River has 329 
applications for membership from M. 
G.U.’s 339 consumers and already had 
1,806 members and Scott-New Madrid 
has 288 applications for membership 
from M.G.U.’s 322 consumers and al- 
ready had 2,912 members. 

Although the question is not raised 
herein (as it often is in similar cases) 
we have gone into the foregoing detail 
to show that this transfer so far as con- 
cerns Crawford, Black River, and 
Scott-New Madrid cannot be disap- 
proved on account of the want of legal 
authority in them and each of them to 
serve all present M.G.U. consumers in 
the portions each may acquire, includ- 
ing the few who may not become mem- 
bers. Under § 5388, after conversion, 
they are each empowered to serve gov- 
ernmental agencies and political sub- 
divisions and other persons not in ex- 
cess of 10 per cent of the number of its 
members. The limitations of this last- 
cited statute do not apply, of course, 
to Genevieve or Intercounty who will 
be public utilities, nor to Rolla which 
will be under municipal ownership, if 
this application is approved. 


Consumer Sentiment 


[9] Consumer sentiment is clearly 
indicated, by evidence as to all the por- 
tions, to be favorable indeed to the pro- 
posed acquisitions and operations by 
the respective purchasers. 
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Few, if any, cases before us, for our 
approval or disapproval of transfers of 
the facilities of a public utility company 
to cooperatives, or to a city, have met 
with such unanimity of consumer sen- 
timent favorable to the transfers as ap- 
pears in this case. The fact is that no 
adverse consumer sentiment has ap- 
peared in protest in this case and if 
there be any adverse consumer senti- 
ment anywhere in the localities herein 
involved, the citizens holding such 
views have not voiced it. This is quite 
unlike other similar proposals which 
have been before us wherein consumer 
sentiment was opposing cooperative 
acquisitions. Favorable consumer 
sentiment should have some weight, 
if the proposed plan is lawful and of 
practical operation, in determining the 
public interest. 

The approval of this transfer will 
be a distinct contribution toward rural 
electrification and without doing any 
injustice to any public utility company. 
Even the protestant, Missouri Utili- 
ties Company, will still be able to sell 
electric energy at wholesale to the two 
portions served by it at least until 
other sources are available, the fu- 
ture appearance of which is about as 
likely under M.G.U.’s continued op- 
eration, if this transfer is not approved, 
as under Black River and Scott-New 
Madrid operations, if this application 
is approved. 

[10, 11] Protestant M.U. was un- 
successful in its efforts to acquire the 
Black River and Scott-New Madrid 
portions. M.G.U. has not agreed to 
sell these portions to M. U. It has 
agreed to sell (by the means afore- 
said) these portions to the two codp- 
eratives which is the application be- 
fore us. No case is cited as any au- 
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thority supporting M.U.’s suggestion 
in brief that these codperatives cannot 
buy corporate stock of a corporation 
and dissolve it, or to participate with 
others in so doing, as a means of ulti- 
mately acquiring the physical proper- 
ties. In our opinion there is no legal 
impediment to prevent the approval of 
this application either as to all the 
properties or as to any of its several 
portions, if Genevieve and Intercounty 
shall obtain the necessary and suggest- 
ed amendments to their charters or 
shall reincorporate as suggested. That 
these each are borrowing the purchase 
price of their acquisitions from the 
Rural Electrification Administrator 
makes no difference. His authority to 
make the loans is not in issue before 
us according to the decision of our 
supreme court in the Grundy Case, 
supra. 

We have considered all points raised 
by protestant M.U. which we deem to 
be relevant to this case and all are over- 
ruled, and, repeating, find no legal im- 
pediments to prevent the approval of 
this application. 


Protestant Perryville 


Protestant Perryville is concerned 
with the future possibility that it may 
desire to municipally operate electric 
utilities within its borders and desires 
that we take no action herein which 
will prevent it. We have not done so. 
Ample law can be found to authorize 
such course by that city even if a pub- 
lic utility at that time is serving there- 
in. 


(a) Our approval is necessary. 
[12] The approval or disapproval of 
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the above-mentioned loans is next for 
our attention. If the condition which 
has been mentioned will be complied 
with, both Genevieve and Intercounty 
will be public utilities as to all their 
properties respectively. Our approval 
is necessary before the loans may be- 
come effective since they are necessary 
in making these proposed acquisitions 
and mature at periods of more than 
twelve months after the dates hereof. 
Section 5652, Rev Stats Mo 1939. 


(b) Genevieve loan, particularly. 


Genevieve asks approval of $1,006,- 
000, 2 per cent loan with an over-all 
maturity of thirty-five years, secured 
by a deed of trust supplementary to an 
earlier one to R.E.A. securing $200,- 
000 borrowed from R.E.A. to build 
162 miles of rural lines in Ste. Gene- 
vieve and Perry counties to serve 
approximately 483 consumers who do 
not have electric service. It also asks 
authority to sell at $5 per share 3,708 
shares of its corporate stock. The 
major portion of funds from the $1,- 
006,000 to be borrowed and the sales 
of these shares of stock will be required 
to pay the acquisition, and other over- 
head, costs and the remainder (esti- 
mated by one witness to be $20,000) 
will be applied toward the rehabilita- 
tion of the facilities to be acquired and 
the integration of the latter with 
the lines to be constructed with the 
$200,000. The contract for such con- 
struction has been made. 

Genevieve’s program of expansion 
includes the expenditure from time 
to time of $504,000 more to be ob- 
tained later on from R.E.A. to be used 
in the construction of additional lines, 
so that ultimately Genevieve’s total 
indebtedness to R.E.A. will be $1,- 
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710,000 to which R.E.A. is commit- 
ted. R.E.A. will only charge interest 
from the time the funds are supplied. 
Genevieve now has no facilities and is 
borrowing the purchase money with 
which to acquire these M.G.U. facili- 
ties, which include the electric distribu- 
tion facilities in the cities of Ste. Gene- 
vieve (population 2,800) Perryville 
(population 3,900) and St. Mary’s 
(population 600) and many smaller 
towns and communities, a water sys- 
tem and sewage plant in the city of 
Ste. Genevieve. These are valuable 
properties. These electric facilities to 
be acquired includes approximately 76 
miles of 33-kilovolt transmission line 
and 266 miles of rural distribution 
lines and 9 substations each of ap- 
proximately 33-kilovolt capacity. The 
M.G.U. has been operating not only in 
these cities but has these lines already 
in operation and serving the near-by 
farming section. It is not difficult to 
see how this expansion program will 
fit into the acquired facilities. 

Since the new lines will be con- 
structed under the lender’s supervision 
it is fair to assume they will be worth 
at least their original cost and Gene- 
vieve plans the accrual of a deprecia- 
tion fund substantially above the an- 
nual accruals now made by M.G.U. 


(c) Intercounty’s loan particularly. 


Intercounty asks our approval of a 2 
per cent loan from R.E.A. of $87,000 
with an over-all repayment term of 
thirty-five years and the execution of a 
deed of trust supplementary to an 
earlier one to R.E.A., and the issuance 
and sale at $5 per share of 554 shares 
of stock to consumers in the portion of 
the M.G.U. properties which Inter- 
county seeks to acquire herein. Inter- 
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county proposes to use the proceeds of 
the note and the sales of stock to pay 
its portion of the purchase price and to 
rehabilitate these acquired properties 
when materials are available. M.G.U. 
serves the city of St. James (popula- 
tion 1,800) and many farmers in the 
region of St. James and Rolla who 
are reached by their present distribu- 
tion lines. There are approximately 
451 consumers in St. James and 140 
farmers and other consumers in the 
surrounding areas (including North 
Wye village) who are served by these 
M.G.U. facilities which Intercounty 
seeks to acquire. Intercounty now has 
800 miles of lines serving approxi- 
mately 2,200 consumers, some of 
whom are in cities (all under 1,500 
population) and the remainder are 
farmers or consumers in agricultural 
areas. 

Intercounty has heretofore bor- 
rowed $738,000 from R.E.A. and has 
repaid $21,000 thereof and is not in 
default in its payments to R.E.A. It 
has a surplus of $27,000 and its net 
worth is estimated at $39,000. As 
against net revenue of $14,000 for a 
one-year period ending October 31, 
1944, it is estimated that the operation 
of its present and these M.G.U. facili- 
ties to be acquired will produce a net 
income of $20,000 per year, assuming 
the same usage, although rate reduc- 
tions are proposed to St. James and 
although it will increase by $12,000 
the annual depreciation charge now 
taken by M.G.U. on this property. 
Since M.G.U. already has these rural 
lines in operation in a territory into 
which Intercounty desires to expand, 
the integration of the two systems will 
be easily accomplished. It will require 
the major portion of this $87,000 to 
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be borrowed by Intercounty to pay its 
portion of the purchase price and ex- 
penses of this acquisition, the remain- 
der to be used to rehabilitate the ac- 
quired lines. 


(d) R.E.A.’s investigation and in- 
terest in both. 


Before making any commitment to 
make these proposed acquisition loans 
to Genevieve and Intercounty the lend- 
er (the Rural Electrification Adminis- 
trator) caused a full and complete 
investigation of all the physical prop- 
erties and the books, records, and ac- 
counts of M.G.U. to be made by its 
engineers and accountants. They have 
recommended that these loans be made 
by him to Genevieve and Intercounty. 
They appeared at this hearing before 
us and gave testimony which if cred- 
ible, as we believe it is, shows that the 


property is worth all, and in fact a lit- 
tle more than, this acquisition cost 
which Genevieve, Intercounty, and the 
other purchasers, have agreed to pay 
for their respective portions, and more 
than the amounts each is borrowing to 
accomplish this acquisition. 


This R.E.A. Administrator has 
agreed to make the loans and his at- 
torney joined the attorneys for the sell- 
ers and the purchasers at the hearing 
before us, and in briefs subsequently 
filed, in urging this Commission to ap- 
prove these Genevieve and Intercounty 
loans which are proposed. The deeds 
of trust to secure these loans contain 
many provisions to give greater 
strength to his security and which 
should result in some highly appreciat- 
ed codperation with this Commission 
in the assurance of sound future op- 
erations. These cooperatives, of 
course, will be under our supervision 


and regulations respecting depreciation 
reserves, rates, etc., and the Adminis- 
trator is requiring greater depreciation 
allowances than M.G.U. has been ex- 
acting. 

(e) Capital equity. Security of 
loans. 


[13] While it is not generally the 
policy of this Commission to allow a 
public utility under our jurisdiction to 
borrow an amount which so closely ap- 
proaches the value of its property or to 
allow one to operate on a capital equity 
in so small a percentage of its capital 
structure as we have in these pro- 
posals, still this Commission has not 
established any hard, unalterable, and 
unbending rule which will prevent, in 
each case as it arises, a practicable ap- 
plication of these principles. 

In this case the securities are not to 
be sold to the public which may need 
our protection when we are determin- 
ing whether or not we shall approve 
them, for the lender (R.E.A.) is capa- 
ble of taking care of his own interests 
herein, as is demonstrated in other 
cases which have come to our notice. 
The interest rates in these loans are 
lower than public utilities generally are 
able to obtain, are not burdensome to 
the borrower, and the debt will be 
gradually reduced. It is true also in 
these cases, the stockholders will not be 
dividend minded and will not have the 
incentive to strengthen the operation 
in order to make money out of his in- 
vestment as does the stockholder in the 
larger capitalistic public utility enter- 
prises where his investment is greater. 
Indeed a $5 investment in one of these 
companies, or in any other, does not 
tend to induce much energetic atten- 
tion to his company’s affairs where his 


151 60 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


only interest is in dividend earnings. 
But in these companies the stockhold- 
er’s interests will be in obtaining and 
retaining good dependable electric 
service to their farms and homes 
which, if so much as threatened, we 
believe would give him a greater in- 
terest, in an election of officers and 
directors to operate his company to as- 
sure good management than he would 
take even in the usual general elec- 
tions. This incentive to codperate in 
every possible way to assure good de- 
pendable electric service transcends, by 
way of comparison, the interest of a 
stockholder whose eyes are only on 
the profit increment. 

This has been the experience of these 
cooperatives who have borrowed from 
the R.E.A. where we have no jurisdic- 
tion (as is the case in some of these 
cooperatives herein) to approve or to 
disapprove their loans from the R.E.A. 
It is our opinion that we should ap- 
prove the execution of the proposed 
loans from the R.E.A. to Genevieve 
and Intercounty and the proposed 
deeds of trust to secure the same. 


Rates for Service and Depreciation 
Rates 


We will for the time being, and un- 
til we otherwise order, require Gene- 
vieve to maintain the prevailing rates 
which M.G.U. now has on file herein. 
It may file such. It has no rates at this 
time because it is not operating any 
properties and will not be doing so 
until the proposed acquisition is ac- 
complished. We are not so restricting 
Intercounty. It is a going concern, op- 
erating successfully, and we would not 
wish to create a possible difference in 
rates to its consumers in rural areas 
for any period of time, however short. 


Of course, its rate schedules must be 
filed herein. 

Both Genevieve and Intercounty 
have proposed depreciation rates in 
excess of those used by M.G.U. on the 
same properties. However, we will 
require each of them to take the steps 
required by law and the practice of this 
Commission to have their rates of de- 
preciation to be fixed as we shall sub- 
sequently order. 


Final Conclusions 


This Commission is of the opinion, 
and finds, that it is in the public in- 
terest, and is not detrimental thereto, 
for it to make and to issue its orders 
authorizing, as proposed in this appli- 
cation all the steps (which will be de- 
tailed in the orders to follow) which 
are necessary to the acquisition by the 
proposed purchasers of the facilities 
which each is to ultimately obtain and 
to operate the same; as well, also, to 
execute the proposed notes and deeds 
of trust and to issue and sell corporate 
common stock, all subject to the con- 
ditions, which we have pointed out, 
respecting the conversion of Crawford 
and Scott-New Madrid and _ the 
amendments of charter powers, or re- 
incorporation, by Genevieve and In- 
tercounty and which will be expressed 
in our orders to follow. 

No one having lodged any objection 
to the request of counsel dated March 
27, 1945 (notice of which was given to 
counsel for protestants and all other in- 
terests herein), the exhibit identified 
as M.U.’s Exhibit 3 is hereby received 
and now is to be regarded as being in 
evidence, for the reason stated in such 
letter. 

Intercounty’s request in the appli- 
cation is for the approval of the sale 
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of 554 shares of its stock while the 
briefs and the evidence covers 660 
shares. We accept the request used in 
the application. 


“The protest of the city council of 
Steelville dated August 6, 1945, 
reached this Commission on August 
14, 1945, after this report and order 
had been prepared by one of our mem- 
bers and as it was being circulated 
among the other members for their re- 
spective votes thereon. We have duly 
considered the protest but find that 
nothing contained therein alters our 
views as expressed in the foregoing, 
but we have reopened this page to ac- 
knowledge its receipt before the actual 
issuance of this report and order.” 

Entertaining these views, it is, 
therefore, 


Ordered: 1. That this Commission 


hereby authorizes and approves the 


sale, comveyance, assignment, and 
transfer of all securities, long-term, 
and open account, indebtedness as well 
as all the common stock of Missouri 
General Utilities Company (a Mis- 
souri corporation) by Associated 
Electric Company (a Delaware corpo- 
ration) to Genevieve Electric Codpera- 
tive (Inc.), Intercounty Electric Co- 
Operative Association (Inc.), Scott- 
New Madrid-Mississippi Codperative 
Association, Black River Electric Co- 
Operative (Inc.), Crawford Electric 
Codperative (Inc.), and the city of 
Rolla, Missouri (an incorporated city 
of Missouri of the fourth class), as 
purchasers and also the dissolution of 
said Missouri General Utilities Com- 
pany and the distribution of all its 
assets, including all its certificates of 
convenience and necessity and fran- 
chises presently held by it, to such 
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purchasers, its stockholders, which 
purchasers are thereafter authorized 
to operate the same in serving the 
communities where such are now lo- 
cated. 

All subject to these conditions which 
must be complied with (and which 
compliances shall be evidenced only by 
our further approval orders) prior to 
the exercise of any of the foregoing 
authorizations, to wit: 

(a) That both Genevieve Electric 
Cooperative (Inc.) and Intercounty 
Electric Codperative Association 
(Inc.) shall before the designated ef- 
fective date of this order as expressed 
herein or as extended, if so, amend 
their charter powers, or reincorporate, 
so that they are authorized to serve the 
public generally in respect to their 
franchises and as to all their facilities 
whether acquired or of their own con- 
struction or extension. 

(b) That both Crawford Electric 
Codperative (Inc.) and Scott-New 
Madrid-Mississippi Codperative As- 
sociation (Inc.) shall convert as pro- 
vided in § 5402, Rev Stats Mo 1939, 
their organizations so as to come under 
the provisions of Art 7, Chap 33, Rev 
Stats Mo 1939, known as the Rural 
Electric Codperative Act. 

Ordered: 2. That Genevieve Elec- 
tric Codperative (Inc.) be and it is 
hereby authorized to issue its note for 
$1,006,000 payable to the Rural Elec- 
trification Administrator, as proposed, 
bearing 2 per cent interest per annum 
and payable in thirty-five years and to 
be in substantially the form set forth 
in the exhibit thereof filed herein and 
to execute its deed of trust securing 
such note to be in substantially the 
form set forth in the exhibit thereof 
field herein. 
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Ordered: 3. That Intercounty Elec- 
tric Codperative Association (Inc.) be 
and it is hereby authorized to issue its 
note for $87,000 payable to the Rural 
Electrification Administrator, as pro- 
posed, bearing 2 per cent interest per 
annum and payable in thirty-five years 
to be in substantially the form set forth 
in the exhibit thereof filed herein and 
to execute its deed of trust securing 
such note to be in substantially the 
form set forth in the exhibit thereof 
filed herein. 

Ordered: 4. That Genevieve Elec- 
tric Codperative (Inc.) be and it here- 
by is authorized to sell, at $5 per share, 
3,708 shares of its capital stock, after 
or coincidentally with, the said charter 
amendment or its reincorporation as 
provided in the condition (a) set forth 
in Ordered: 1. 

Ordered: 5. That Intercounty Elec- 
tric Codperative Association (Inc.) be 
and it is hereby authorized to sell at 
$5 per share, 554 shares of its capital 
stock, after, or coincidentally with, the 
said charter amendment or its reincor- 
poration as provided in condition (b) 
set forth in Ordered: 1. 

Ordered: 6. That all certificates of 
convenience and necessity presently 
held by Missouri General Utilities 
Company be and the same are can- 
celed upon the consummation of the 
sales authorized in Ordered: 1. and up- 
on such consummation the last-named 
company shall cease to operate there- 
under. 

Ordered: 7. That the rate sched- 
ules of Missouri General Utilities now 
on file with this Commission and in so 
far as they are applicable to the ac- 
quisition of its presently owned facili- 


ties to be acquired by Genevieve Elec- 
tric Cooperative (Inc.) shall be and 
remain the rates of the last-named co- 
Operative until changed or modified by 
this Commission. 

Ordered: 8. That the purchasers, 
said Genevieve Electric Codperative 
(Inc.) and Intercounty Electric Coép- 
erative (Inc.) shall each separately, set 
up depreciation reserves on their books 
in accordance with the applicable class- 
ification of accounts, the amount to be 
set up by each, annually, in said re- 
serve account shall be fixed by order 
of this Commission subsequent to a 
further separate hearing for each; and 
that each of the last-named companies 
shall within sixty days following the 
acquisition and possession of the prop- 
erty involved file with this Com- 
mission their depreciation rates re- 
spectively as proposed to be used for 
each plant account, said rates to be 
accompanied by such supporting de- 
tails relative to their determination and 
reasons for their use as may be needed 
to permit independent investigation re- 
garding their adequacy. 

Ordered: 9. That nothing herein 
contained shall be considered as any 
finding of values of these properties for 
rate-making purposes. 

Ordered: 10. That this order shall 
take effect thirty days from the date 
hereof, and that the secretary of this 
Commission shall forthwith serve cer- 
tified copies of same upon all interest- 
ed parties who shall notify this Com- 
mission before the effective date of this 
order in the manner prescribed in 
§ 5601, Revised Statutes of Missouri 
of 1939, whether the terms of this or- 
der are accepted and will be obeyed. 
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Re Pacific Gas & Electric Company 


Decision No. 37815, Application No. 26584 
April 17, 1945 


PPLICATION for authority to issue bonds; request for sup- 
plemental order approving proposed accounting treatment 
granted. 


Accounting, § 21 — Debt discount and expense — Refunding bonds — Redemp- 
tion premium — Premium received. 
1. A company issuing refunding bonds and redeeming bonds bearing a 
higher interest rate was permitted to charge Account 140, Unamortized 
Debt Discount and Expense, with the amount representing unamortized 
premium, discount, and expense on its redeemed bonds and associated and 
related issues, together with the amount of premium paid to redeem its 
bonds and estimated expenses of redemption, and was authorized to credit 
Account 240, Unamortized Premium of Debt, with the amount represent- 
ing premiums received from the sale of the new bonds less expenses of 
issue, and was further authorized to amortize both of said amounts on 
or before the maturity date of the new bonds, it being understood that 
the Commission reserved the right to determine in the future whether 
charges necessary to amortize should be included in cost of money, p. 156. 


Accounting, § 38 — Amount of tax reduction on bond refunding — Pension re- 
serves. 


2. A company issuing refunding bonds and redeeming bonds bearing a 
higher interest rate, which would result in a nonrecurring reduction in Fed- 
eral taxes on income, was permitted to credit the tax saving in part to 
Account 228, Taxes Accrued (the amount of a deficiency in tax accrual), 
and to credit the balance to Reserve for Pensions, which reserve appeared 
at the time to be inadequate, it being understood that the Commission was 
making no finding as to the aggregate amount that should be credited to 
Reserve for Pensions or as to the rate of accumulation of such reserve, 
p. 156. 


(CLARKE, Commissioner, concurs in separate opinion; SACHSE, Commissioner, 
concurs in part and dissents in part in separate opinion.) 


* 


By the ComMISSION : 000 of its first and refunding mort- 
First Supplemental Opinion gage bonds, series M, 3 per cent, due 

By Decision No. 37710 dated December 1, 1979, at not less than 
March 12, 1945, and Decision No. 106.879 per cent of face value plus ac- 
37746, dated March 26, 1945, Pacific crued interest, and to use the proceeds, 
Gas and Electric Company was au- other than the accrued interest, to pay 
thorized to issue and sell $80,000,- in part the cost of redeeming its 
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outstanding first and refunding mort- 
gage bonds, series G, 4 per cent, due 
December 1, 1964. 

Paragraph 3 of the order in Deci- 
sion No. 37710 reads as follows: 

“Pacific Gas and Electric Company 
may deviate from the uniform system 
of accounts prescribed by the Rail- 
road Commission for electric corpo- 
rations, gas corporations and water 
corporations and amortize on or before 
December 1, 1979, the discount, ex- 
pense and premium of about $7,109,- 
839.90 plus the premium paid upon 
the redemption of said series G, 4 per 
cent bonds less such savings of taxes 
based on income hereafter credited to 
unamortized bond discount and ex- 
pense, provided that the Commission 
reserves the right to withdraw the per- 
mission herein granted to deviate from 
said uniform system of accounts, and 
to determine hereafter whether the 
charges necessary to amortize said 
bond discount, expense and premium 
should be included in the cost of 
money to Pacific Gas and Electric 
Company.” 

[1, 2] The company proposes to pay 
its series G bonds on June 1, 1945. 
It reports that as of May 31, 1945, 
there will be an unamortized balance 
of discount, expense, and premium, 
applicable to said bonds and associated 
and related issues, of $7,109,839.80; 
that it will be required to pay pre- 
miums of $4,209,650 to redeem said 
series G bonds; and that expenses of 
$30,000 will be incurred in connection 
with the redemption, the three items 
aggregating $11,349,489.80. It fur- 
ther reports that it received premiums 
of $5,503,200 upon the sale of its new 
series M bonds and that it estimates it 
will incur expenses of $243,799 in 
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connection with the issue and sale of 
said bonds, leaving a net premium of 
$5,259,401. The company desires to 
charge the $11,349,489.80 item to 
Account 140—‘“Unamortized Debt 
Discount and Expense”—and to credit 
the $5,259,401 item to Account 240— 
“Unamortized Premium on Debt,” 
and thereafter to “amortize said 
amounts on or before December 1, 
1979, the maturity date of the new 
series M bonds. 


It appears that the issue of the 
series M bonds and the redemption of 
the series G bonds will result in a non- 
recurring reduction in Federal taxes 
on income for the year 1945 in the 
estimated amount of $4,287,000. The 
amount of this savings. or reduction 
the company proposes to dispose of 
by a credit to “Taxes Accrued” 
in the amount of $1,719,856.56, 
and by a credit to “Reserve for 
Pensions” in the amount of $2,567,- 
143.44. 

In support of this proposed treat- 
ment the company reports that recent- 
ly it has received from the United 
States Treasury Department a notice 
asserting a deficiency in its income and 
excess profits taxes for the years 
1941-1942, which, if finally estab- 
lished, will result in the tax accrual on 
its books being deficient in the amount 
of $1,719,856.56. As to the proposed 
credit to the Reserve for Pensions, the 
company reports that as of December 
31, 1944, such reserve stood on its 
books in the amount of $8,063,254.02; 
whereas, the amount of the unfunded 
actuarial reserve requirement applica- 
ble to pensions for past services, com- 
puted on a 34 per cent basis, was esti- 
mated to be approximately $13,000,- 
000. The proposed accounting action 
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would result in a reserve for pensions 
of $10,630,397.46. 

The company has requested the 
Commission to enter its supplemental 
order approving the proposed account- 
ing treatment referred to herein. 

We have considered applicant’s re- 
quest. In our opinion, the nonrecur- 
ring reduction in Federal taxes on in- 
come estimated at $4,287,000 is not an 
operating expense, but may be reported 
under Account 507-A, Tax Savings on 
Bond Refunding, with an appropriate 
footnote showing the amount trans- 
ferred to Account 228, Taxes Ac- 
crued, and the amount transferred to 
Reserve for Pensions. It should be 
understood that the Commission is 
giving its approval for accounting con- 
venience only and is not by its order 
herein making any finding that all the 
items of bond discount, expense, and 


premium referred to should be includ- 
ed or considered in the future in deter- 
mining the cost of money to applicant, 
or passing on the reasonableness or 
adequacy of the balance in the com- 
pany’s Reserve for Pensions or of the 
rate of accumulation of such reserve. 


Second Supplemental Order 


Application having been made to 
the Railroad Commission for an or- 
der as indicated in the preceding opin- 
ion, and the Commission having con- 
sidered the matter ; 

It is hereby ordered as follows: 

(1) Paragraph 3 of the order in 
Decision No. 37710, dated March 12, 
1945, is vacated and set aside. 

(2) Pacific Gas and Electric Com- 
pany may charge Account 140, Un- 
amortized Debt Discount and Ex- 
pense, with the amount, estimated at 
$11,349,489.80, representing unamor- 


tized premium, discount, and expense 
as of May 31, 1945, on its bonds of 
series G and associated and related 
issues, together with the amount of 
premium paid to redeem its bonds of 
series G and estimated expenses of re- 
demption, and may credit Account 
240, Unamortized Premium of Debt 
with the amount, estimated at $5,259,- 
401, representing premiums received 
from the sale of its bonds of series M, 
less expenses of issue, and may amor- 
tize both of said amounts on or before 
December 1, 1979, it being understood 
that the Commission reserves the 
right to determine in the future wheth- 
er the charges necessary to amortize 
said premiums discount and expenses 
should be included in the cost of 
money to applicant. 

(3) Pacific Gas and Electric Com- 
pany may account for the nonrecur- 
ring reduction during 1945 in Federal 
taxes on income, estimated at $4,287,- 
000, by crediting the sum of $1,719,- 
856.56 to Account 228, Taxes Ac- 
crued, and the sum of $2,567,143.44, 
together with any portion of the $1,- 
719,856.56 remaining after final deter- 
mination and settlement of its liability 
for Federal taxes on income for the 
years 1941 to 1944, to Reserve for 
Pensions, it being understood that the 
Commission, by this order, makes no 
finding as to the aggregate amount 
that should be credited to applicant’s 
Reserve for Pensions, or as to the 
rate of accumulation of such reserve. 

(4) The authority herein granted 
will become effective upon the date 
hereof. 

Ciark, C., concurring: Under 
date of January 8, 1945, this Com- 
mission, by Decision No. 37605, ap- 
proved the crediting to this utility’s 
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reserve for pensions of $1,479,504.87. 
At that time this Commissioner wrote 
a concurring opinion, as follows: 

“In connection with my signing this 
order I consider it appropriate and 
necessary to now state in writing that 
in doing so I am persuaded by Mr. 
Fankhauser’s assurance that if in the 
future it should develop that the pen- 
sion reserve hereby and heretofore 
established is larger in amount than 
necessary to fulfill the purpose for 
which it is intended, later action by 
this Commission can be taken which 
would capture any such surplus funds, 
they being subject to future treatment 
by the Commission as it may decide. 

“Further, I deem it necessary and 
proper that the Commission formally 
and thoroughly investigate all phases 
of the pension matter as pertaining to 
the operations of this utility. In my 
opinion, the Commission has not here- 
tofore taken such steps along these 
lines as should have been taken for 
the benefit of all concerned. The util- 
ity, from an operating standpoint, its 
employees, from the standpoint of 
their future security and peace of 
mind, as well as its ratepayers are en- 
titled to a clear-cut over-all decision 
from this Commission on this im- 
portant matter. Until such a decision 
is rendered by this Commission I do 
not consider this order, involving $1,- 
479,504.87, as in any way tied in with 
the treatment of any other funds 
which have found their way into this 
utility’s reserve for pensions, nor is it 
to be considered as a precedent of what 
my position in the future may be as 
to additional funds which the Com- 
mission might be called upon to ap- 
prove for transfer to the company’s 
reserve for pensions.” 


In signing the accompanying Com- 
mission order approving the transfer 
to the same account of certain funds, 
amounting to $2,567,143.44, together 
with any portion of the $1,719,856.56 
remaining after final determination 
and settlement of its liability for Fed- 
eral taxes on income for the years 
1941 to 1944, I hereby. wish to record 
the fact that I am doing so with simi- 
lar assurance relating to the funds 
covered by this order, and further 
with the understanding that this mat- 
ter has been discussed in detail. and 
agreed to by and between the Com- 
mission’s Mr. Fankhauser and ap- 
propriately authorized officials of this 
utility. 

In addition, I wish to hereby again 
emphasize the importance and need 
of the necessary steps being taken and 
completed at the earliest possible date 
which will result in this so-called pen- 
sion reserve fund being actually and 
properly established in all respects. 


SACHSE, concurring and dissent- 
ing: I concur in the preceding opin- 
ion and order authorizing the disposi- 
tion of Unamortized Debt Discount 
and Expense, in the amount estimated 
at $11,349,489.80 (Account 140), 
and Unamortized Premium on Debt 
in the amount estimated at $5,259,- 
401 (Account 240). 

I am unable to concur in the major- 
ity’s authorization, at this time, of a 
credit in an indeterminate amount, but 
not less than $2,567,143.44, to appli- 
cant’s Reserve for Pensions.’ The 
record shows no justification for this 
transfer to the reserve. 

On the contrary, applicant’s regis- 
tration statement filed with the Se- 





1See paragraph (3) of the preceding Sec- 
ond Supplemental Order. 
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curities and Exchange Commission 
states that the balances in the pension 
reserves at December 31, 1944, are 
more than sufficient to cover all em- 
ployees now receiving pensions, and 
no legal obligation exists to grant 
past-service benefits to any employees 
not now on the pension rolls.* 

In January of this year the company 
in Application 26387 (Decision No. 
37605) was before us with a similar 
request in connection with its $115,- 
000,000 issue of its first and refund- 
ing 3 per cent mortgage bonds, series 
L, due June 1, 1974, asking permis- 
sion to transfer $1,479,504.89 of so- 
called Federal tax savings to its Re- 
serve for Pensions. The Commission 
in Decision No. 37605 authorized 
such transfer “subject to the condi- 


tion that the Railroad Commission re- 
right to exclude said 


serves the 


$1,479,504.87 from operating ex- 
penses.” 

In concurring opinions in Decision 
No. 37605, supra, by Commissioner 
Clark and the undersigned attention 
was called to the necessity of deter- 
mination on the part of the Commis- 
sion of the precise status and the nec- 
essary amount, as alleged by appli- 
cant, of this reserve for past pension 
liability. 

There is now pending before us 
Case 4749, an investigation upon the 
Commission’s own motion into the 
reasonableness of the rates, etc., of 
applicant’s gas service. The question 
of pensions and their effect on the 
company’s employees and customers, 
and on operating expenses, net earn- 
ings and surplus is an important ele- 
ment in that proceeding. The inquiry 
into the status of the pension reserve 





2The reference to Exh. 3, p. 49, in the 
Certificate of Independent Public Accountants, 
pertaining to prior-service pensions, is as fol- 
lows : 

“The company hopes and expects (but is 
not legally obligated) to supplement, wholly 
at its own expense, the retirement income 
provided in the above plan by providing pen- 
sions based on services prior to January 1, 
1937, for employees in its employ at that date 
who joined the plan; employees at Decem- 
ber 31, 1936 who elected, on or before June 1, 
1937, not to join the plan cannot become 
eligible for such pensions. The company had 
granted certain pensions prior to January 1, 
1937, and as of December 31, 1936, it created 
a reserve for pensions deemed to be more 
than sufficient to provide for those then on 
the pension rolls. Since that date additions 
to the reserve have been of several classes: 
(a) those charged to income in the statements 
of income, being amounts which aré based 
substantially on an actuarial computation of 
the amounts of annual interest accretions 
earned by a theoretical deposit sufficient, with 
the accretions, to provide for the granting of 
past-service benefits to all employees in the 
company’s employ (who were so employed 
= r to January 1, 1937) when and as they 

ome eligible: additions of this nature 
amounted in the respective years a ano ~ 
port to $497,000, $497,000.02, and $497 
to the company, and $3,000, $3,000, and wy 000 
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as to the subsidiaries; these amounts were 
charged in 1942 to ‘pension plan expenses,’ in 
1943 to ‘pension. plan expenses,’ $291,666.67, 
and to ‘miscellaneous interest,’ $208,333.35, 
and in 1944 to ‘miscellaneous interest,’ the 
change in incidence of the charge having been 
made pursuant to instructions from the Rail- 
road Commission of the state of California; 
(b) the reserve is not equal at present to an 
actuarial reserve so computed, but has been 
increased from time to time as the company’s 
directors consider advisable by special appro- 
priations of income or earned surplus, or by 
other adjustments; no such special appropria- 
tions were made during the period here cov- 
ered, but in 1944 an amount of $1,479,504.87 
was added to the reserve, being a portion of 
the reduction in Federal excess-profits tax 
arising from a bond refunding operation in 
that year (see Note 4 to statement of con- 
solidated income). All pensions paid during 
the respective years under report were charged 
to the reserve in amounts of $440,185.30, $447,- 
220.48, and $468,664.28 as to the company, and 
$833.76 in each year as to the subsidiaries. 
“The balances of $8,044,643.89 (company) 
and $8,063,254.02 (Consolidation) in the pen- 
sion reserves at December 31, 1944 are more 
than sufficien: to cover all emplo ees now re- 
ceiving pensions, and no legal obligation ex- 
ists to grant past-service benefits to any em- 
ployees not now on the pension rolls.” 
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is under way and it would seem pref- 
erable to await the early conclusion 
of that study before authorizing addi- 
tional large transfers to the reserve. 

The Commission should give con- 
sideration to several pertinent facts. 
Applicant estimates prior pension serv- 
ice liability at the present time in an 
amount of about $13,000,000. It has 
from various sources gradually accum- 
ulated a book reserve for this pur- 
pose of approximately $8,000,000. It 
now proposes to transfer not less than 
$2,567,000 of so-called tax savings 
resulting from bond refunding, bring- 
ing the reserve to at least $10,570,000. 
In the pending gas rate case the com- 
pany contends that its customers 
should not be credited with any inter- 
est on this reserve, but in turn should 
pay a charge approximately equal to 
34 per cent of the estimated liability 
of $13,000,000. 

Our staff has questioned the com- 
pany’s proposal on at least three 
points: (1) the property of the charge 
as proposed; (2) the failure to credit 
interest on the reserve (which item 
affects the total amount in the reserve 
at this time), and (3) the amount of 
the liability as estimated by applicant. 
The utility has been requested to fur- 
nish underlying information support- 
ing its reserve estimates. That data 


is now being compiled and will short- 
ly be available. 

The reserve is not funded. It is 
merely a book reserve and there is no 
legal liability to use the accumulated 
moneys for the purpose of paying 
prior-service pensions. The U. S. 
Treasury Department has not rec- 
ognized this reserve as meeting proper 
pension fund requirements and ac- 
cruals to the reserve are therefore not 
allowed as Federal income tax deduc- 
tions. 

If past-service pension benefits are 
to be granted the company’s employ- 
ees, and the rate payers are required 
by us to contribute to such benefits, 
we should make certain that such con- 
tributions are held and used for past- 
service pension purposes.and for no 
other. Further transfers as here pro- 
posed should not be authorized by use 
until the legal obligations concerning 
the use of the reserve are definite and 
the reserve meets Federal tax require- 
ments. 

For these reasons it would seem ap- 
propriate to leave this item open for 
further and more complete considera- 
tion. by the Commission rather than 
issue a decision now based on incom- 
plete information, with the possibility 
that later such decision may have to 
be reversed. 
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Re City of Springfield 


Case No. 10614 


Re Springfield Gas & Electric Company 


Case No. 10628 
August 4, 1945 


PPLICATION for approval of transfer of gas and electric prop- 
erties to municipality, dissolution of corporation, and cessa- 

tion of corporate operations as a public utility, and investigation 
of disposition of properties to city without Commission approval; 
transactions relating to property transfer approved and investiga- 
tion dismissed. For decision in original proceeding relating to 
property transfer, see (1945) 58 PUR(NS) 237; and for order 
to show cause in investigation, see (1945) 58 PUR(NS) 252. 


Municipal plants, § 10 — Jurisdiction of Commission — Stock acquisition. 
1. No statute requires any order or permission from the Commission be- 
ae city can acquire the common stock of a gas and electric company, 
p. 

Consolidation, merger, and sale, § 13 — Necessity of Commission authorization — 

Transfer to city. 

2. An approval order of the Commission is necessary before there can be 
any een of facilities of a gas and electric corporation to a municipality, 
p. 167. 


Consolidation, merger, and sale, § 19 — Public interest — Propriety of transfer 
to city. 
3. A transfer of facilities of a gas and electric corporation to a municipality 
should be permitted if the transfer is in the public interest or if it is not 
detrimental to the public interest, p. 167. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Completed 
transactions with city. 

4. The Commission has no jurisdiction to unscramble various transactions 
and restore the status quo ante where a municipality has lawfully acquired 
the common stock of a gas and electric company, revenue bonds have been 
issued by the municipality, a mortgage lien on the gas and electric proper- 
ties has been paid off and discharged, and provision has been made for 
retirement of stock, although the transfer of the facilities of a public utility 
to a municipality without Commission approval was illegal, p. 167. 


Consolidation, merger, and sale, § 25 — Property transfer to municipality — 
Facilities beyond city limits. 

5. An application by a gas and electric company for authority to transfer 

facilities to a city of the second class should not be denied on the ground 
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that the city cannot lawfully acquire or operate utility facilities lying out- 
side of city limits, p. 168. 


Commissions, § 22 — Court decision binding on Commission. 

6. The Commission, in passing on an application for approval of the trans- 
fer of utility properties to a city where facilities beyond city limits are 
included, is bound by a statutory interpretation of the state supreme court 
in overruling an objection that part of acity’s distribution lines would be 
beyond city limits; and the Commission need not consider an argument 
that this ruling was mere obiter dictum, nor need it speculate on the possi- 
bility that the ruling might be modified or overruled, p. 168. 


Consolidation, merger, and sale, § 25 — Transfer to city — Political questions. 
7. The Commission should not deny an application by a gas and electric 
company for approval of the transfer of facilities to a municipality on the 
theory that the people of the city are incapable of self-government—it being 
suggested that operations might “get into politics,” p. 169. 


Consolidation, merger, and sale, § 23 — Property transfer to city — Previous stock 
acquisition. 

8. The public interest requires that a city which has acquired the stock of 
a gas and electric company should be permitted to shed the corporate shell 
of the corporation so as to be able, by its direct ownership and operation, 
to make operational savings for the benefit of the consumers instead of the 
corporation being required to continue to operate the facilities because of 
lack of approval of the property transfer to the city, p. 169. 


Security issues, § 5.1 — Redemption at call price — Corporate dissolution — Sale 
to municipality. 
Statement by Missouri Commission that the question of the right of pre- 
ferred stockholders of corporation, whose property is to be transferred to 
a municipality, to be paid on basis of call rate instead of liquidating rate 
is eliminated from case in view of agreement of parties that Commission 
lacks jurisdiction of question, p. 164. 


(Witu1aMs, Commissioner, concurs in the result; W1Ltson, Commissioner, 
dissents in separate opinion.) 


* 


By the Commission: The above 
closely related Cases No. 10,614 and 
No. 10,628 were heard upon due and 
proper notice before members of the 
Commission April 9 and 10, 1945, 
and without objection, on a joint rec- 
ord. At that time Case No. 10,614 
was heard anew on the application 
after the Commission had on March 
26, 1945, granted a rehearing by an 
order which set aside the report and 
order dated March 19, 1945 (based 
upon a hearing on March 7, 1945), in 
that case, 58 PUR(NS) 237. 

The application was filed on March 
60 PUR(NS) 
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1, 1945, by the city of Springfield ask- 
ing for an order of this Commission 
authorizing it immediately upon the 
acquisition of all the common stock of 
the Springfield Gas and Electric Com- 
pany to cause said Springfield Gas and 
Electric Company to be dissolved and 
liquidated and its net assets and 
properties to be conveyed, transferred, 
and distributed to the city of Spring- 
field, Missouri, as the holder of all 
said common stock, and permitting 
said Springfield Gas and Electric 
Company to cease operation as a public 
utility. Prior to the first hearing on 
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March 7, 1945, fourteen preferred 
stockholders of the Springfield Gas 
and Electric Company filed in their 
own behalf, and of others similarly sit- 
uated, an answer protesting the grant- 
ing of the application, while the 
Springfield Gas and Electric Company 
filed a disclaimer. 

Case No. 10,628 was instigated by 
this Commission on its own motion 
on April 4, 1945, 58 PUR(NS) 252, 
in which it ordered and required the 
Springfield Gas and Electric Com- 
pany, on or before April 9, 1945, to 
show cause, if any, why it had (on 
March 26, 1945) disposed of its 


works or system necessary and useful 
in the performance of its duties to the 
public without having first secured 
from the Public Service Commission 
an order authorizing it so todo. The 
Springfield Gas and Electric Com- 
pany by its counsel (identical to the 


counsel for the applicants in 10,614) 
filed an answer in Case No. 10,628 at 
the hearing on April 9, 1945, admitting 
the disposition of the works and sys- 
tem of the said Springfield Gas and 
Electric Company without having first 
secured an order from this Commis- 
sion so to do, and undertaking to 
explain and justify such course. 

In both cases all interests appearing 
were represented by counsel at the 
hearing and the general counsel of this 
Commission also appeared thereat for 
this Commission. 

Time was extended beyond the 
hearing for all interested to file briefs 
and all interests have done so. 


Statement 


The facts relevant to both cases are 
so interwoven and involved that we 
deem it advisable to state the facts and 
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dispose of both cases in one report but 
to include orders separately disposing 
of each. As hereinafter used the term 
“City” will refer to the applicant, city 
of Springfield, Missouri, the term 
“Gas & Electric” to the Springfield 
Gas and Electric Company, and the 
term “Federal” to the Federal Light 
and Traction Company. 

Gas & Electric is a Missouri public 
utility corporation engaged in supply- 
ing electricity, gas, heat, and transpor- 
tation to consumers within the City 
and gas and electricity to consumers 
outside the City, except that it fur- 
nishes no gas to industrial users out- 
side the City. It holds our certificate 
of convenience and necessity therefor. 

Federal is a corporation of the state 
of New York which owned and con- 
trolled all the common stock of the in- 
corporated Gas & Electric, consisting 
of 50,000 shares without par value. 
It owned all of such common stock ex- 
cept seven shares which its officers and 
directors owned for qualifying pur- 
poses and it controlled such stock. 

The City is a municipal corporation 
under the laws of the state of Missouri, 
in that it is an incorporated City of 
Missouri of the second class. The 
City by its officials, during the year 
1944, undertook to acquire Gas & 
Electric’s physical properties used in 
such services in order to own and to 
operate the same under a municipal 
ownership plan. But, failing in that, 
it contracted with Federal to buy all 
the 50,000 shares of the common stock 
of Gas & Electric for the base purchase 
price of $6,750,000 out of which all 
mortgage and other indebtedness and 
the preferred stock of Gas & Electric 
was to be retired. Other adjustment 
provisions of the purchase price are 
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not material here and will not be cov- 
ered herein. The City proceeded upon 
the theory that after the acquisition of 
all of the common stock and the disso- 
lution of Gas & Electric the City would 
thereby become the owner of the de- 
sired property and facilities. Such 
means of acquisition, and also the issu- 
ance of revenue bonds by the City, 
were approved by our supreme court 
in Springfield v. Monday (1945) — 
Mo —, 185 SW2d 788. Appropriate 
ordinances had been enacted by the 
City covering its entire plan. The 
court held in that case that the City 
could only own and hold such stock 
for the purpose of acquisition of the 
property by the means aforesaid and 
that the execution of such revenue 
bonds without a vote of the people of 
the City was lawful. The Monday 
Case (decided February 7, 1945) be- 
came a finality when the motion for a 
rehearing filed therein was overruled 
on March 5, 1945, and when the cir- 
cuit court of Greene county, Missouri, 
on March 24, 1945, entered its judg- 
ment by direction of the supreme court 
that the City is lawfully authorized to 
issue such revenue bonds. 

As a result of the hearing of Case 
No. 10,614 on March 7, 1945, this 
Commission issued a report and order 
on March 19, 1945, 58 PUR(NS) 
237, fully approving the application 
but conditioned upon the preferred 
stock being called at its call price of 
$115 per share. We proceeded on the 
theory that, if we were authorized to 
permit the dissolution, we were au- 
thorized also, and as a part thereof, to 
require the retirement of the preferred 
stock at the call price stated. Both the 
City and the preferred stockholders, 
mainly attacking the condition im- 


posed as being beyond our jurisdiction, 
timely filed motions for a rehearing. 
On March 26, 1945, the Commission 
issued its order sustaining all the mo- 
tions for rehearing, setting aside the 
report and order of March 19, 1945, 
supra, and setting Case No. 10,614 for 
rehearing on notice for Monday, April 
9, 1945. All now seem.to. be agreed 
that if we again approve the applica- 
tion, we have no jurisdiction to again 
attempt in the same manner to protect 
these preferred stockholders by such a 
condition and that point now drops 
out of this case. (No. 10,614.) 

Protestants’ opposition is not upon 
personal and pecuniary interest but 
for public interest as will later be dis- 
closed. 

On March 23 and 24, 1945, the 
city of Springfield received bids for 
the issuance of $6,750,000 utility 
revenue bonds and sold $6,200,000 
thereof for $6,632,500 which last- 
named sum was paid to the City in 
Kansas City, Missouri, on the morn- 
ing of March 26, 1945. This was suf- 
ficient, with adjustments to enable the 
City to close the deal with Federal, 
which was paid the adjusted balance of 
the contract price and the 50,000 
shares of common stock were deliv- 
ered to the City. The $550,000 excess 
of authorized revenue bonds were 
never issued and were canceled. 

Thereupon and during the forenoon 
of March 26, 1945, at Kansas City, 
Missouri, at a meeting of the directors 
of Gas & Electric, the old board of di- 
rectors and officers of Gas & Electric 
resigned and a new board of 
directors and new officers were chosen, 
which included the mayor, the four 
Commissioners, the city clerk, and 
city attorney of the City. 
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Then and there the directors au- 
thorized the retirement, at the fixed 
retirement price of 102 per cent, all 
the outstanding bonds of Gas & Elec- 
tric secured by first mortgage aggre- 
gating $4,014,000 principal and also 
the retirement of all the outstanding 
preferred stock (consisting of 11,286 
shares, par $100 per share or $1,128,- 
600) at the liquidating price of $100 
per share, both by deposits with the 
respective authorized trustees appoint- 
ed in the instruments of their author- 
ization. At the same time, in recog- 
nition of the fact that the call price for 
the retirement of this preferred stock 
was fixed at $115 per share, an escrow 
deposit was made, with the consent of 
Federal, with the First National Bank 
of Kansas City, Missouri, for the dif- 
ference between liquidating price of 
$100 and the call price of $115 per 
share, or 169,290, in order to protect 
the rival claimants (Federal and the 
preferred stockholders) while the is- 
sues between them respecting the re- 
tirement price of the preferred stock 
could be litigated. All these deposits 
were then made and the first mortgage 
securing such 5 per cent bonds has 
been released of record. The adjusted 
balance of $1,156,705.13 remained 
due, and was paid to Federal for these 
50,000 shares so delivered to the City. 

The new directors then and there 
took steps to dissolve the Gas & Elec- 
tric Corporation (the City as the sole 
stockholder assenting thereto), and 
also ordered the execution of a deed of 
conveyance by Gas & Electric to the 
City of all its property and assets of 
every kind. 

Promptly (on March 26, 1945) the 
Springfield Gas and Electric Company, 
by Albert Ayre, its president, duly au- 
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thorized, executed a deed of convey- 
ance, conveying all the Gas & Elec- 
tric’s property of every kind and char- 
acter to the City. The deed was filed 
on March 28, 1945, in the recorder’s 
office of Greene county, Missouri. On 
March 26, 1945, Albert Ayre as presi- 
dent and F. E. Rosback as secretary 
of Gas & Electric executed purported 
Articles of Dissolution which were, 
on March 26, 1945, sent to the secre- 
tary of state of the state of Missouri 
and were filed on March 30, 1945, in 
the recorder’s office of Greene county, 
Missouri. 

All the conduct of the City’s officers 
as above delineated are fortified by 
ordinances and minutes of the city 
council meetings shown in evidence 
and the transactions of both the old 
and the new board of directors of Gas 
& Electric as we have set them forth, 
are based upon the minutes of such 
meetings which were introduced in 
evidence, and all seem to be impervi- 
ous to any objection or criticism as to 
form. At least none has been suggest- 
ed. None is anticipated since protes- 
tants alleged that all this was done, 
and without any order of this Com- 
mission. Hence we have omitted a 
lot of unnecessary detail from a mass 
of documentary evidence introduced. 

The operating revenue received by 
Gas & Electric in 1944, from sales 
(both within and without the City) 
from electricity, was $1,248,051.85, 
and from gas was $744,702.07. All 
sales for the same period of heat (all 
within the City) was $20,935.26 and 
all sums received for the same period 
for transportation was $509,919.39, 
some unknown amount of which 
arose from fares collected outside the 
City for inbound passengers on the 
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one extended line out of many which 
runs less than a mile beyond the City 
limits. The aggregate of this revenue 
was $2,523,608.57. This -included 
$26,733.25 paid by the City for elec- 
tricity and $623.54 for gas. Had the 
City been operating all these facilities 
during the year 1944 and had not paid 
itself the two amounts last mentioned, 
the City’s operating revenue would 
have been $2,496,251.78, assuming 
the sales would be the same. 

During the same period (the year 
1944) Gas & Electric’s total operating 
revenue deductions was $2,072,050.41. 
On the other hand the City’s operating 
deductions for 1944 would have been 
$1,721,471.64. This is due to the fact 
that the cost of the City’s operations 
would have been decreased by $414,- 
578.77 which Gas & Electric paid out, 
consisting mostly of taxes which could 
not have been imposed upon a munici- 
pality but increased by $6,000 en- 
gineering fees and $58,000 increase in 
the annual depreciation over the 
amount which Gas & Electric sets 
apart for depreciation annually. 

Therefore, for 1944, Gas & Electric 
after deducting from $2,523,608.58 
(gross revenue), all the operating 
costs, or $2,072,050.41, left Gas & 
Electric $451,558.16 earnings for in- 
terest on indebtedness, dividends, and 
surplus. For the same period the ad- 
justed gross revenue for all sales, if 
the City had operated it, of $2,496,- 
251.76, less all operating costs, or $1,- 
721,471.64, would have left the City 
$774,780.14 earnings, out of which 
interest and a sinking fund to meet the 
maturities of the revenue bonds should 
be provided. 

The annual interest of Gas & Elec- 
tric on its $4,014,000 5 per cent bonds 
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is $200,700 while the interest on 
revenue bonds issued by the City $6,- 
200,000 principal at 2 per cent, 2} 
per cent, and 24 per cent is estimated 
at $140,000 annually. 

The foregoing comparisons indicate 
that the City would have more funds 
with which to pay a less amount of in- 
terest and to provide for the retire- 
ment of the bonds than Gas & Elec- 
tric operations which merely met its 
interest—with outstanding bonds and 
preferred stock remaining static as to 
principal. 

Public witnesses testified that, upon 
the expectation of lower rates to result 
from such savings, consumer senti- 
ment favors this application, but with 
some sentiment to the contrary. 
These witnesses practically all ad- 
mitted on cross-examination that 
some consumers were fearful that 
“politics” would enter into the elec- 
tion of the mayor and city council and 
influence the future operations, and 
that they had heard others express the 
same concern. The two witnesses 
called by the preferred stockholders 
testified to the same effect. 

The properties outside of the City 
consist of electric and gas transmis- 
sion lines and incident equipment for 
service and are in place and in use. 
Such comprises 54 per cent of the value 
of the whole property involved. There 
are 315 “pole miles” or more than one- 
half the “pole miles” of the electric 
system. Some of these lines run as far 
as 8 miles beyond the City limits. 
However, on account of the fact that 
the pole lines within the City carry 
from 10 to 25 wires while the pole 
lines beyond the City are single phase 
carrying only two wires, the “wire 
miles” of the property are only 15 per 
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cent of the wire miles of the whole 
electric system. Electricity sales for 
commercial consumers outside the City 
is 1.10 per cent of all commercial sales 
within and without the City. Elec- 
tricity sales to industrial consumers 
outside the City is 34.2 per cent of all 
sales to industrial consumers within 
and without the City. There are 2,881 
domestic consumers, 365 commercial 
consumers, and four industrial con- 
sumers outside the City. 

There are 5.95 miles of gas mains 
outside the City which is 1.3 per cent 
of the total value of all the gas proper- 
ties within and without the City. 
There are 260 domestic and 9 com- 
mercial, and no industrial consumers, 
of gas outside the city limits. The 
sales of gas to domestic consumers 
outside the City is 2.6 per cent and to 
commercial consumers outside is 18.8 
per cent of all sales of gas within and 
without the City. 

The transportation lines are 37 to 
38 miles within the City and one line 
goes about one mile beyond the limits. 
We have no evidence of the income 
for this transportation outside the 
City. All the heating service is with- 
in the City. 

Opinion 

{1, 2] There is no statute which re- 
quired any order or permission from 
this Commission before the City could 
acquire the common stock of Gas & 
Electric. But before there can be any 
transfer of these facilities of the Gas 
& Electric corporation by any means 
it is necessary that there be obtained 
an order from this Commission, ap- 
proving the transfer, § 5651 Rev 
Stats Mo 1939, and nothing was held 
in the Monday Case (1945) — Mo 
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—, 185 SW2d 788 to the contrary. 
All contentions to the contrary are 
overruled. 

[3] A transfer of facilities of this 
character should be permitted if the 
transfer is in the public interest or if 
it is not detrimental to the public in- 
terest. 

[4] At the outset it is well to point 
out that all this common stock of Gas 
& Electric has been lawfully acquired 
by the City and it has the certificates 
thereof. Revenue bonds, the principal 
and interest of which can be retired 
only from the profitable operation of 
the plant, and not from taxation, have 
been lawfully issued and, upon the as- 
surances of the Monday Case, have 
been sold to investors at a high premi- 
um. From the proceeds of the bonds 
the mortgage lien on the Gas & Elec- 
tric properties has been paid off and 
discharged and the lien released of 
record. Also from such proceeds the 
retirement of the preferred stock has 
been fully provided for and Federal 
has been paid its price for all the com- 
mon stock of Gas & Electric which has 
been delivered to the City. We are 
not given any jurisdiction by which 
we could, by any possible order or or- 
ders, unscramble these transactions 
and restore the status quo ante. 

No disposition which it is possible 
for us to make of these two cases can 
remove the City from this picture. If 
in Case No. 10,614 we approve the 
application the City will directly own 
the properties. If we refuse to ap- 
prove the application or should, in 
Case No. 10,628, order the Spring- 
field Gas and Electric Company to 
cease in its efforts to dissolve and or- 
der it to take over and to operate the 
properties, the City would still remain 
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the sole owner of the incorporated Gas 
& Electric Company which owns the 
property. And if the City undertook 
to operate the corporation, although its 
owner, it would be conducting an 
ultra vires operation. Monday Case 
supra. If this application is approved 
the protestants insist that the City’s 
operation as proposed beyond the City 
limits will be illegal and likewise an 
ultra vires operation. 

[5, 6] As a reason for us not to ap- 
prove the application in Case No. 10,- 
614 the protestants assert the premise, 
and contend, that the City cannot law- 
fully acquire, and certainly cannot 
lawfully operate, utility facilities lying 
outside of the City limits for the pur- 
pose of serving consumers at any 


points beyond the City limits. Upon 


that premise it is argued that it is not 
in the public interest, and is detri- 


mental thereto, to approve the pro- 
posed transfer. But, after a review of 
the cases and the statute presently to 
be reviewed, we do not regard the 
premise as being so definitely and pos- 
itively established that we should rely 
upon it as a basis for refusing to ap- 
prove the transfer. 

It is true that the case of Taylor v. 
Dimmitt, 336 Mo 330, 78 SW2d 841, 
98 ALR 995 (decided in 1935) holds 
that cities, in rendering electric serv- 
ice outside of their corporate bound- 
aries perform no municipal function 
and that authority therefor should 
clearly appear, for the reason that a 
municipality would have no implied 
power to render such service; that 
Missouri cities have and can exercise 
only such powers as are conferred by 
express or implied provisions of law 
and that the city, as to implied powers, 
has only those necessarily or fairly 
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implied in, or incident to, the powers 
expressly granted. Such principles 
have been the law of Missouri for a 
long time. In applying the principles 
thus enunciated, the court held, in that 
case (a taxpayers’ suit), that the 
fourth class city there involved did not 
have the lawful authority to erect a 
transmission line beyond its borders to 
serve consumers thereat because no 
such authority had been expressly or 
impliedly granted to cities of that class. 
The result in that case, however, is not 
necessarily the result to be reached 
herein. In this case, we are dealing 
with a city of the second class to which 
subsection 37 of § 6609 Rev Stats Mo 
1939 is applicable. If it gives the 
power to cities of the second class to 
acquire, and to operate, facilities be- 
yond the City limits to serve consumers 
at points outside of the City, then this 
application could not be denied upon 
the ground suggested. 

Said subsection 37 of § 6609, reads 
as follows: 

“To acquire by condemnation, pur- 
chase, gift, lease or otherwise, prop- 
erty real and personal within such 
city or beyond the limits thereof, and 
to establish, construct, maintain, add 
to, equip, improve, own, control, reg- 
ulate and operate gas plants 

electric light systems, electric 
or other heat systems, electric or other 
power systems . and all other 
public . works, equipments and 
institutions and all public utilities not 
herein enumerated and everything re- 
quired therefor ; to sell gas, 
electric current and all products of any 
public utility operated by the City 

. ” (Italics ours. ) 

The Monday Case, supra (decided 
in 1945) involved the legality of 
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revenue bonds issued by this City, the 
proceeds from the sale of which were 
to be used to purchase (through the 
means aforesaid), all the facilities of 
Gas & Electric, which included these 
gas and electric transmission lines in 
place outside of the City limits and 
used to serve consumers outside of the 
City. The contention was made in 
the briefs in the Monday Case that 
the bonds should not be approved be- 
cause the City could not lawfully 
operate the facilities beyond the City 
limits to serve consumers beyond the 
borders of the City. The supreme 
court, 185 SW2d at p. 792, gave this 
unequivocal answer: 

“Their objection that parts of the 
distribution lines go beyond the City 
limits is answered by the express au- 
thorization to go beyond the limits in 
subsection 37, § 6609.” 


We are bound by this interpretation 
of subsection 37 by our supreme court, 
and need not discuss the point made 
in applicant’s reply brief (filed July 10, 
1945) that the authorization can also 
be implied from the express provisions 
of the subsection, for the result would 


be the same. Neither should we ex- 
tend this opinion to discuss the argu- 
merit, which has been advanced, that 
this ruling was a mere obiter dictum 
nor speculate on the possibility that at 
some future time it might be modified 
or overruled so that the City cannot 
legally operate these properties outside 
of its borders to serve consumers 
thereat. 

Suffice it to say that, if such should 
occur while the City is so operating 
outside its borders, such operation 
would be an ultra,vires act only as to 
such outside properties, which consti- 
tute only 54 per cent to 6$ per cent (in 
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value) of the entire properties, and the 
operation of the remainder of the prop- 
erty within the City would not thereby 
be so tainted, which is unlike the situa- 
tion wherein the ultra vires taint 
would permeate the whole operation 
if, as pointed out, the City should 
operate the corporation. In the event 
these operations outside the City 
should subsequently be held to be ultra 
vires it would not mean that these out- 
side consumers could never have serv- 
ice, for many methods of providing 
service to them would be available, in- 
cluding service by a qualified operator 
to whom the City might sell these out- 
side facilities. 

[7] There is no evidence tending to 
show that the operations within the 
City would be, or ever have been, ad- 
versely affected on account of the serv- 
ices rendered to those outside the City. 
Nor are there any contentions other 
than these discussed, that the proposed 
transfer in so far as it applies to opera- 
tions within the City is detrimental to 
the public interest, except the sugges- 
tion that the operations might “get 
into politics.” However, this Com- 
mission should not deny this applica- 
tion on the theory that the people of 
this City are incapable of self-govern- 
ment. 

[8] Our approval of this applica- 
tion will invest the City with the direct 
owership of the facilities and the cost 
of operating the same should be great- 
ly reduced by tax and other savings. 
This should enhance the profits and 
either accelerate the payment and re- 
tirement of the revenue bonds or re- 
duce the rates to consumers or both. 
If the application is not approved or if 
we require the incorporated Gas & 
Electric Company to resume opera- 
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tions, both the benefits mentioned will 
be greatly restricted if not entirely 
eliminated, and, in effect, we would be 
driving the City into the ultra vires 
act of operating a corporation. Since 
this City, under the decision of the 
Monday Case, supra, is the lawful 
owner of capital stock of the corpora- 
tion which owns the property (and 
thereby is indirectly the owner of the 
property) it seems clear to us that, if 
there were no other reasons, it is in 
the public interest that the City should 
be permitted to shed the corporate shell 
of Gas & Electric so as to be able, by 
its direct ownership and operation, to 
make the suggested operational sav- 
ings for the benefit of the consumers. 
If, however, the operation of these 
facilities must continue, as we believe 
unnecessarily, by the corporation and 
at added expense it would to an extent 
reduce the value of the facilities to the 
City which has paid all or more than 
their value, and impair the value, as 
well as the means and the speed of the 
payment and retirement, of the revenue 
bonds which were sold to investors 
only after the Monday Case had be- 
come a finality as to the legality there- 
of. The profits of the operation are 
the only source from which the inves- 
tors may expect the payment of princi- 
pal and interest on the bonds. 

Under all the testimony it is the 
opinion of this Commission that it is 
in the public interest, and not detri- 
mental thereto, that the transfer of the 
facilities should be authorized. 

Again the operation of these proper- 
ties outside the City are incidental to 
the operations of the properties within 
the City. All properties, within and 
without the City, are operated as a 
unit and the electricity and gas which 
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it is necessary to purchase can be ob- 
tained at a lower rate on account of 
the quantity used, which should bene- 
fit all consumers within and without 
the City. The operations will be for 
supplying service for the City’s own 
needs and that of its inhabitants and 
incidentally to sell this service outside 
the City without impairing the use in- 
side. The case of Speas v. Kansas 
City (1931) 329 Mo 184, 44 SW2d 
108, holds this to be lawful. 

The “show cause order” in Case 
No. 10,628 was issued to bring back 
into the case, the Springfield Gas & 
Electric Company which had previ- 
ously disclaimed interest, and also to 
give those who participated in this 
premature action in making the trans- 
fer an opportunity to explain the rea- 
son therefor. The main defense in 
the show cause order was furnished by 
special counsel for the City who direct- 
ed the course. We are impressed from 
his sworn testimony that he sincerely 
believed that while an Order of this 
Commission was desirable it was not 
necessary in advance of the execution 
of the deed. We are also convinced 
that he sincerely believed the Monday 
Case, supra involving these same facil- 
ities was full protection for the City 
to proceed. 


Before closing this opinion it is well 
that we make a clarifying statement on 
one of the points involved and leave a 


suggestion thereon. Respecting the 
legal right of the City to operate these 
facilities beyond its borders to serve 
consumers thereat, it should be noticed 
that we have only held that our sw- 
preme court (in the Monday Case) 
has ruled that the City can so operate 
these facilities, and that we are bound 
to follow that case. 
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But if the City could, without 
sacrificing value, sell these outside 
facilities to a qualified purchaser to 
whom we could issue a certificate of 
convenience and necessity this trouble- 
some question and possibly others 
would be eliminated and the expense 
of possible future litigation saved. 

We are of the opinion that for the 
reasons stated the show cause order in 
Case No. 10,628 should be dismissed 
and that the application in Case No. 
10,614 should be sustained. 

Entertaining these views, it is, there- 
fore, 

Ordered: 1. That Case No. 10,628 
be and the same is hereby dismissed. 

Ordered: 2. That in Case No. 10,- 
614 permission, consent, and author- 
ity be and it is hereby granted allow- 
ing the Springfield Gas and Electric 
Company to be dissolved and liqui- 
dated and its assets and properties to 
be conveyed, distributed and trans- 
ferred to the city of Springfield, Mis- 
souri, from and after which the 
Springfield Gas and Electric Company 
shall cease to operate as a public util- 
ity and its certificate of convenience 
and necessity granted by this Commis- 
sion shall thereupon cease and come to 
an end. 


Ordered: 3. That this order shall 
be in effect fifteen days from the date 
hereof, and that the secretary of the 
Commission shall forthwith serve cer- 
tified copies of same upon all interested 
parties. 


Osburn, Chairman, Henson and 
McClintock, Commissioners, concur ; 
Williams, Commissioner, concurs in 
the result; Wilson, Commissioner, 
dissents in a separate opinion. 


Witson, Commissioner, dissenting : 
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I cannot agree with the majority re- 
port and order in this case because the 
proposed transfer would be unlawful 
and contrary to certain provisions of 
both the old and new Constitutions of 
Missouri and would be detrimental to 
the public interest and contrary to the 
public welfare. 

This case, in my opinion, is one of 
great importance, involving the util- 
ity properties in the fourth largest city 
in the state and the electric, gas, and 
transportation services to the city of 
Springfield’s more than 60,000 inhab- 
itants and electric service to others 
within an area of 8 miles beyond the 
city limits in all directions. This case, 
indeed, is of importance to the whole 
utility industry and to the public gen- 
erally, for if the conclusions reached in 
the majority report and order were 
the law and were to be followed, then 
there would be no limit to the field in 
which municipal utilities could engage 
in business, and public utility corpora- 
tions, the product of free enterprise, 
might as well retire from business 
within the state of Missouri. With 
the exception of public transportation 
there would soon be little left of the 
utility industry to regulate and little 
need for a Public Service Commis- 
sion. 

Pursuant to the first hearing in this 
case the Commission on March 19, 
1945, 58 PUR(NS) 237, issued its 
report and order granting the applica- 
tion and also requiring that the pre- 
ferred stock of Springfield Gas and 
Electric Company upon dissolution of 
that corporation be redeemed at the 
call price of $115 per share. This re- 
port and order was by its terms made 
effective on March 24, 1945. This 
report and order was concurred in by 
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a majority of the Commission to 
which I dissented. 

On March 23, 1945, motions for 
rehearing were filed by the preferred 
stockholders and by the city of Spring- 
field. On the same day, after the fil- 
ing of the said motions for rehearing, 
the Commission issued its order ex- 
tending the effective date of the report 
and order dated March 19, 1945, to 
March 29, 1945. On March 26, 1945, 
the preferred stockholders filed an 
amended motion for rehearing. Also 
on said March 26, 1945, the Commis- 
sion issued its order sustaining the 
motions for rehearing, set aside the 
report and order approving the appli- 
cation and set the cause for rehearing 
on Monday, April 9, 1945, at 10 
A.M. 

During the afternoon of March 26, 
1945, Mr. Robert B. Fizzel, special 
counsel for the city of Springfield, 
called the Chairman of the Commis- 
sion by telephone from Kansas City 
and told him that the city had just 
completed its deal with the Federal 
Light & Traction Company under its 
contract for the purchase of the com- 
mon stock of the Springfield Gas and 
Electric Company and that the Spring- 
field Gas and Electric Company had 
transferred all of its properties to the 
city of Springfield. This transaction 
was had and completed on the same 
day that the Commission granted the 
aforesaid rehearing. The transfer of 
the properties of Springfield Gas and 
Electric Company to the City was 
made without any order of this Com- 
mission authorizing the transfer. It 
was this action on the part of the city 
officials of Springfield and the officers 
and directors of Springfield Gas and 
Electric Company that prompted the 
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Commission’s order in Case No. 10,- 
628, requiring the Springfield Gas and 
Electric Company to appear before the 
Commission on Monday, April 9, 
1945, and show cause why it had dis- 
posed of its works or system necessary 
or useful in the performance of its 
duties to the public without having 
first secured from the Public Service 
Commission an order authorizing it 
so to do. 

It now appears in the record with- 
out dispute that on March 23 and 24, 
1945, the city of Springfield received 
bids for an issue of utility revenue 
bonds, the proceeds from which were 
to be used to purchase the common 
stock of Springfield Gas and Electric 
Company under the terms of its con- 
tract with the Federal Light & Trac- 
tion Company. After receiving the 
bids, $6,200,000 of the bonds were 
sold to one Carlton D. Beh Company. 
Following the receipt of bids for these 
bonds, the city officials, together with 
their attorney Mr. Fizzel, went to 
Kansas City, Missouri, where they 
proceeded to close the transaction for 
the purchase of the common stock of 
Springfield Gas and Electric Company. 
Upon completion of this transaction 
they proceeded to elect the mayor, 
members of the city council, the city 
clerk, and the city attorney as purport- 
ed directors and officers of the Spring- 
field Gas and Electric Company to re- 
place the former directors and officers 
of the company who resigned. The 
new directors and officers of the cor- 
poration, then being also the principal 
officials of the city of Springfield, au- 
thorized the transfer of all the phys- 
ical properties of Springfield Gas and 
Electric Company to the city of Spring- 
field and also executed a warranty 
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deed dated March 26, 1945, purport- 
ing to convey to the city of Spring- 
field for a named consideration of $1 
and other valuable considerations, all 
of the properties of Springfield Gas 
and Electric Company. This deed 
was signed and acknowledged by 
Albert Ayre as the purported president 
of the company and attested by F. E. 
Rosback as purported secretary, the 
acknowledgment being taken by a no- 
tary public in Springfield, Missouri. 
At the time Albert Ayre was also 
commissioner of public property and 
public utilities for the city and F. E. 
Rosback was city clerk. This pur- 
ported deed was recorded in the office 
of the recorder of deeds for Greene 
county, Missouri, on March 28, 1945. 
Also on March 26, 1945, the afore- 
said Albert Ayre as purported presi- 
dent and F. E. Rosback as purported 
secretary of the company executed pur- 
ported articles of dissolution of the 
corporation, which said articles of dis- 
solution were sent to the secretary of 
state at Jefferson City, Missouri, on 
March 26, 1945, and filed in the office 
of the recorder of deeds of Greene 
county, Missouri, on March 30, 1945. 


Under § 5651 Rev Stats Mo 1939 
this purported transfer is void. The 
language of that statute is as follows: 

“No gas corporation, electrical cor- 
poration, or water corporation shall 
hereafter sell, assign, lease, transfer, 
mortgage, or otherwise dispose of or 
encumber the whole or any part of its 
franchise, works, or system, necessary 
or useful in the performance of its 
duties to the public, nor by any means, 
direct or indirect, merge or consolidate 
such works or system, or franchises, 
or any part thereof, with any other 
corporation, person, or public utility, 
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without having first secured from the 
Commission an order authorizing it 
sotodo. Every such sale, assignment, 
lease, transfer, mortgage, disposition, 
encumbrance, merger, or consolidation 
made other than in accordance with 
the order of the Commission authoriz- 
ing the same shall be void ‘io 

It is plain that the deed from the 
Springfield Gas and Electric Company 
to the city of Springfield purporting to 
convey all of the company’s properties 
to the city is a nullity. It is undisputed 
that there was no effective order of 
this Commission authorizing the trans- 
fer at the time the purported trans- 
actions were had on March 26, 
1945. 

Since the purported transfer includ- 
ed all of the company’s properties, it 
cannot be said that this was a disposi- 
tion of properties not necessary or use- 
ful in the performance of the com- 
pany’s duties to the public under that 
part of § 5651 where no order of the 
Commission is required, nor can it be 
said that this was a good faith pur- 
chase on the part of the city with a be- 
lief that Springfield Gas and Electric 
Company was authorized to make the 
transfer so as to bring the transaction 
within the holding in Dearborn Elec- 
tric Light & P. Co. v. Jones (1925) 7 
F2d 806. I say this because the city’s 
application for an order authorizing 
that to be done which was done was 
still pending on March 26, 1945, that 
being the day when the rehearing was 
granted upon the city’s application for 
rehearing. The Commission’s order 
theretofore issued had not yet by its 
terms become effective and was set 
aside when the rehearing was granted. 
All of these facts were well known te 
the city’s officials on March 26, 1945, 
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so that good faith and lack of knowl- 
edge do not exist as an excuse. 

The opinion of the supreme court 
of Missouri in the case Springfield v. 
Monday (1945) — Mo—, 185 SW2d 
788, which is relied upon by counsel 
for the city of Springfield and the 
Springfield Gas and Electric Company 
herein, contains nothing which pur- 
ports to set aside or construe § 5651 
Rev Stats Mo 1939, nor can I find any 
statement in that opinion which pur- 
ports to hold that said § 5651 has no 
application to the facts in this case. 
I can find nothing in that opinion, nor 
in said § 5651, which makes any ex- 
ception of a sale and transfer of a util- 
ity corporation’s properties to a city 
even though the city may own the cor- 
poration’s common stock. I find no 


other decision of our appellate courts 
which supports the opinion of counsel 
in this respect. 


Mr. Fizzel in his brief filed with the 
Commission contends that because the 
city of Springfield owned all of the 
common stock of Springfield Gas and 
Electric Company, the sale and trans- 
fer of the properties of the company 
to the city was not such a sale and 
transfer as comes within the provi- 
sions of § 5651. In support of this 
argument he cites two cases, to wit, 
People ex rel. Third Avenue R. Co. 
v. Public Service Commission (1911) 
203 NY 299, 96 NE 1011, and Phila- 
delphia Trust Co. v. Northumberland 
County Traction Co. (1917) 258 Pa 
152, 101 Atl 970. Both of these cases 
involve a foreclosure of a mortgage 
upon utility properties, which mort- 
gage was given prior to the enactment 
of the Public Service Commission 
laws. As a necessity to the comple- 
tion of the foreclosures, the proper- 
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ties covered by the mortgages were 
transferred pursuant to the mortgage 
sale and each court held that such a 
transfer need not be approved by the 
Public Service Commission. Both 
cases turned on the poirit that the 
mortgages were a valid contract when 
made and that the subsequent enact- 
ment of the Public Service Commis- 
sion laws could not change the terms 
of that contract and could not prevent 
the enforcement of the contract. 


I fail to see where these cases have 
any bearing whatever upon the ap- 
plicability of § 5651 to the sale and 
transfer of the properties of Spring- 
field Gas and Electric Company to the 
city of Springfield. I might add at 
this point that if the argument that 
the transfer of the properties from the 
company to the city was in effect a mu- 
nicipal transaction solely within the 
jurisdiction of the city council of 
Springfield and therefore § 5651 had 
no application is a sound proposition 
of law, then there was no need to seek 
the approval of such transfer by this 
Commission and any order of the Com- 
mission approving same would be su- 
perfluous. I am unable to understand 
the logic of counsel when he argues in 
one breath for an order of the Com- 
mission approving the transfer as pro- 
vided in § 5651 and in the next breath 
argues that the transfer was of such 
nature that the Commission has no 
jurisdiction because § 5651 has no ap- 
plication thereto. 

In the case of Cooper County Bank 
v. Bank of Bunceton (1926) 221 Mo 
App 814, 288 SW 95, a decision by 
the Kansas City court of appeals 
wherein a mortgage had been given 
upon the utility properties of the Bun- 
ceton Ice, Light & Fuel Company 
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without first obtaining an order of the 
Public Service Commission approving 
the encumbrance, the court held the 
mortgage was void under the provi- 
sions of § 10,483 Rev Stats Mo 1919, 
which is now the aforesaid § 5651 of 
the 1939 Revision without any interim 
amendments. It was urged as a point 
in that case that an order of the Pub- 
lic Service Commission could be ob- 
tained after the mortgage had been 
given which would validate the mort- 
gage. As to this point the court of 
appeals said, 288 SW at p. 99: “It 
was also urged as a defense that plain- 
tiff, as the owner of the deed of trust 
in controversy, failed to procure its 
validation by the Public Service Com- 
mission. We find no law, nor are we 
cited to any, whereby the Public Serv- 
ice Commission is given power to 
validate a deed of trust which is void 
under the statute. The statute de- 


clares that an encumbrance made other 
than in accordance with the statute is 
void, and, being void, the Commis- 
sion is not authorized to make it valid. 
In Van Shaack v. Robbins (1873) 36 


Iowa, 201, the court said: ‘Where 
the word (void) is used to secure a 
right to or confer a benefit on the pub- 
lic, it will, as a rule, be held to mean 
null and incapable of confirmation. 
But, if used respecting the rights if in- 
dividuals, capable of protecting them- 
selves, it will often be held to mean 
voidable only.’ See, also, 40 Cyc. 
214.” 

That case has been cited with ap- 
proval by the supreme court in Web- 
ster v. Joplin Water Works Co. 
(1944) 352. Mo 327, 177 SW2d 447, 
wherein division No. 2 of the supreme 
court held void an attempted transfer 
by an individual owner of a water- 
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works system to a corporation without 
an order of the Public Service Com- 
mission authorizing such transfer. 
The corporation in that case was 
caused to be formed by the individual 
who owned the waterworks system 
and he was the principal stockholder, 
president, and general manager of the 
corporation, a situation quite analo- 
gous to that of the city as an owner of 
the common stock of Springfield Gas 
and Electric Company. That decision 
turns solely on the provisions of the 
aforesaid § 5651, Rev Stats Mo 1939. 

I can reach no other conclusion but 
that the purported transfer under the 
laws of Missouri is void. A rehearing 
having been granted by the Commis- 
sion, the parties and the utility proper- 
ties herein involved are in the same sit- 
uation as though no hearing had pre- 
viously been held and no attempted 
transfer had been made. The case is, 
therefore, before the Commission up- 
on the question as to whether the pro- 
posed transfer would be in the public 
interest. In my dissenting opinion 
of March 19, 1945, 58 PUR(NS) 
at p. 244, I have expressed my views 
rather fully upon this issue and I now 
reaffirm and adopt my reasons sub- 
stantially as therein set out. 


Although the supreme court of Mis- 
souri has recently held that the city 
of Springfield may issue public utility 
revenue bonds for the purchase of the 
common stock of the Springfield Gas - 
and Electric Company from the Fed- 
eral Light & Traction Company, 
Springfield v. Monday (1945) — Mo 
—, 185 SW2d 788, the court did not 
hold that the city can operate as a pub- 
lic utility outside the city limits, and 
that conclusion does not follow as of 
course. Under the most recent de- 
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cision of the supreme court of Mis- 
souri upon this subject, Taylor v. Dim- 
mitt, 336 Mo 330, 78 SW2d 841, 98 
ALR 995, decided in 1935, which case 
has never been criticized or overruled, 
I am of the opinion that the city of 
Springfield cannot lawfully serve the 
electric and gas customers located out- 
side the corporate boundaries, and for 
that reason the proposed transfer 
would be detrimental to the public in- 
terest. The case of Taylor v. Dim- 
mitt involved a question of whether or 
not the city of Shelbina, Missouri, a 
city of the fourth class which owns and 
operates a municipal electric plant and 
having a surplus of electric energy 
from its municipal plant, could con- 
struct, maintain, and operate an elec- 
tric transmission line for the purpose 
of furnishing service to consumers re- 
siding in Lakonan, an unincorporated 
village located approximately 5 miles 
from the city limits of Shelbina, and 
also to furnish service to consumers 
along such proposed electric transmis- 
sion line. The court held that a mu- 
nicipality in rendering electric service 
to consumers outside the corporate 
boundaries performs no municipal 
function, but enters a field of private 
business, and authority for such action 
must clearly appear ; that a municipal- 
ity has no implied power to engage in 
private business, and that the city of 
Shelbina was without statutory au- 
thority to construct, maintain, and 
operate a transmission line for the 
purpose of furnishing service to con- 
sumers outside its corporate bound- 
aries. In that case the court said, 78 
SW2d at p. 843: “. cities in 
owning, operating, and maintaining 
electric utilities act in their proprietary, 
or business, as distinguished from gov- 


ernmental capacity. In _ rendering 
electric service to consumers outside 
their corporate boundaries, they per- 
form no municipal function, but de- 
part from the primary objects for 
which they have existence, and enter 
a field of private business. Authority 
for such action we think, should clear- 
ly appear.” Also: “Even as to gov- 
ernmental functions, Missouri cities 
have or can exercise only such powers 
as are conferred by express or implied 
provisions of law’; . . . also: 
“It is a general and undisputed prop- 
osition of law that a municipal cor- 
poration possesses and can exercise 
the following powers, and no others: 
(1) Those granted in express words; 
(2) those necessarily or fairly implied 
in, or incident to, the powers expressly 
granted ; (3) those essential to the de- 
clared objects and purposes of the cor- 
poration—not simply convenient, but 
indispensable. Any fair, reasonable 
doubt concerning the existence of pow- 
er is resolved by the courts against the 
corporation, and the power is denied.’ 
St. Louis v. Kaime & Bro. Real Es- 
tate Co. (1903) 180 Mo 309, 322, 79 
SW 140, 143 (quoting Dillon, Mu- 
nicipal Corp. vol. 1 (4th Ed.) p. 
145:)” 

The city of Springfield, Missouri, is 
a city of the second class and the ap- 
plicable statutes are as _ follows: 
Section 6605 Rev Stats Mo 1939: 

“Any city of the second class in this 
state ‘ may purchase, receive 
and hold property, both real and per- 
sonal, within and without such city, 
for any public use or purpose, . . .” 
Section 6609 Rev Stats Mo 1939: 
“15. To procure by purchase, con- 
demnation, gift or otherwise, within 
the city or beyond the limits thereof, 
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property for use of the city in and for 
the performance of its functions, and to 
manage and regulate the use thereof; 


“36. To acquire by condemnation, 
purchase, gift, lease, or otherwise, 
property, real and personal, within 
such city and beyond the limits thereof 

for the erection, construction, 
maintenance, and operation of ; 
gas plants and systems, heat plants 
and systems, electric light plants and 
systems . . electric for other pow- 
er plants and systems, to be used in 
supplying the city and its inhabitants 
with light, heat, and power; and for 
any other public use or purpose, 

“37. To acquire by condemnation, 
purchase, gift, lease, or otherwise, 
property real and personal within such 
city or beyond the limits thereof, and 
to establish, construct, maintain, add 
to, equip, improve, own, control, reg- 
ulate, and operate electric 
light systems, electric or other heat 
systems, electric or other power sys- 
tems, electric or other railways, 
and transportation systems of any 
kind, and all public utilities 
not herein enumerated and everything 
required therefor ; to sell 

gas, electric current, and all 
products of any public utility operated 
by the city. .” (Italics by writ- 
er.) 


In the case of State ex rel. Kansas 
City v. Orear (1919) 277 Mo 303, 
210 SW 392, the city comptroller of 
Kansas City contended that the pur- 
pose for which the proceeds of the ice 
plant bonds were to be used was not 
a public purpose, and, therefore, there 
was lacking both legislative and con- 
stitutional authority to use therefor 
public moneys raised by public tax- 
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ation. The court in that case said, 210 
SW at p. 395: 

“That there must be authority in 
the charter of Kansas City, either ex- 
press or clearly implied, permitting 
that municipality to engage in making 
and selling ice, before it can legally do 
so is settled by the repeated adjudica- 
tions in this state.” (Citing cases.) 

I am unable to find any charter or 
statutory provision, express or im- 
plied, which authorizes the city of 
Springfield to engage in the private 
business of conducting a public utility. 

In the majority report and order 
(p. 168) an attempt is made to distin- 
guish the case of Taylor v. Dimmitt, 
supra, from the present case on the 
ground that the city of Springfield is 
a city of the second class while the 
city of Shelbina is a city of the fourth 
class. Section 7642 Rev Stats Mo 
1929, which is the same as § 7787 Rev 
Stats Mo 1939, was cited by the su- 
preme court of Missouri in Taylor v. 
Dimmitt. This statute is applicable 
to any city in the state which owns 
and operates any electric light or pow- 
er plant including cities of the second 
class, such as Springfield, cities of the 
fourth class such as Shelbina and cities 
under special charters such as Kansas 
City. That section provides as fol- 
lows: 

“Section 7787. Cities empowered to 
sell light and power.—Any city in this 
state, which owns and operates any 
electric light or power plant, may, and 
is hereby authorized and empowered 
to supply electric current from its light 
or power plant to other municipal cor- 
porations for their use and the use of 
their inhabitants, and also to persons 
and private corporations for use be- 
yond the corporate limits of such city, 
60 PUR(NS) 
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and to enter into contracts therefor 
for such time and upon such terms and 
under such rules and regulations as 
may be agreed upon by the contract- 
ing parties. (Rev Stats 1929, 
§ 7642.)” 

The supreme court in Taylor v. 
Dimmitt, supra, 78 SW2d at pp. 842, 
844, and 845, discusses this statute as 
well as §§$ 7643 and 7644 Rev Stats 
Mo 1929 (§§ 7788 and 7789 Rev Stats 
Mo 1939) as follows: 

“The authority of Missouri cities 
to engage in the electric utility busi- 
ness was thus limited until 1911. In 
1911, now §§ 7642, 7643, and 7644, 
Rev Stats 1929, were enacted (Laws 
1911, p. 351), constituting the whole 
of an act of the legislature, under the 
title: ‘An Act to amend article twen- 
ty-three, chapter eighty-four, Revised 
Statutes of Missouri, 1909, entitled 


“Waterworks, light and power plants,” 


by adding thereto three new sections 
to be known as §§ 9904a, 9904b, 
9904c, authorizing cities owning light 
plants to supply other cities, persons, 
and corporations with electric cur- 
rent ; authorizing cities to procure elec- 
tric current from other such cities; 
and authorizing cities to construct 
lines for conveying said current out- 
side the limits of said cities.’”  (p. 
842.) 

“By § 7643 the legislature author- 
ized certain cities in this state to pro- 
cure electric current from cities own- 
ing and operating an electric light and 
power plant. Having conferred the 
necessary authority upon the cities 
within the act to ‘supply,’ on the one 
hand, and ‘procure,’ on the other, elec- 
tric current, the legislature then pro- 
ceeded to provide the means whereby 
the current was to be transmitted. 


60 PUR(NS) 


The act presents a completed plan for 
accomplishing its purpose and should 
be read as a whole. It expressly au- 
thorized (§ 7644 (Mo Stats Anno 
§ 7644, p. 6031)) the city procuring 
the electric current to conduct said 
current ‘from the city’ supplying the 
same, and ‘for that purpose to erect’ 
the necessary appliances, and fixtures 
‘along, across or under any of the 
public roads, streets, and waters 
’ as well as all other apparatus 
and devices ‘ necessary for and in con- 
ducting said current from the city 
agreeing to supply the same into its 
own limits in, upon, over and through 
any territory of this state outside, as 
well as within, the limits of said city. 
’ No such authority is con- 
ferred upon the city supplying the elec- 
tric current. The fact that the title of 
the act of 1911 provides: ‘ 
and authorizing cities to construct 
lines for conveying said current out- 
side the limits of said cities,’ when con- 
sidered with the provisions of the act 
conferring such authority only upon 
the cities procuring electric current, 
precludes the implication that such 
lines are to be constructed by the sup- 
plying city. The title is broad enough 
to permit the vesting of such power 
in the city supplying the electric cur- 
rent, and the failure of the act to be- 
stow the same leads to the conclusion 
the legislature intended no such power 
to vest in the city supplying the cur- 
rent. The apparent logical conclusion 
to be drawn from the legislation is 
that the legislature knowingly and 
purposely withheld (see Public Serv- 
ice Commission v. Kirkwood [1928] 
319 Mo 562, 568, 4 SW2d 773, 775) 
from the city owning the plant the 
authority to construct, maintain, and 
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operate an electric transmission line 
outside its corporate limits for the 
purposes within the act. Thus inter- 
preted the legislation is in harmony 
with the dominant and primary pur- 
pose of municipal government. Ab- 
sent, as here, any authority to extend 
its distribution system, it will not do 
to say that the supplying city may 
construct transmission lines to supply 
‘persons and private corporations,’ 
while such authority is withheld from 
it in supplying municipal corpora- 
tions.” (pp. 844, 845.) 

It was contended in the majority 
opinion that subsection 37 of § 6609 
Rev Stats Mo 1939 authorized 
the city to conduct a public utility 
business outside the city limits. Re- 
ferring to Subsection 37 the majority 
opinion, at p. 168 states: “If it gives 
the power to cities of the second class 
to acquire, and to operate, facilities 
beyond the city limits to serve consum- 
ers at points outside of the city, then 
this application could not be denied 
upon the ground suggested,” citing 
subsection 37, § 6609 Rev Stats Mo 
1939. The fallacy in this reasoning 
is that this section only gives the city 
power to purchase and acquire prop- 
erty beyond the city limits, and does 
not give the city power to operate and 
conduct a public utility business out- 
side the city limits. Under said sec- 
tion when read together with other 
applicable statutes and Taylor v. Dim- 
mitt, supra, electric current can be sold 
by the city only at the city limits. 

“Provided always that the inter- 
pretation is reasonable and not in con- 
flict with the legislative intent,” says 
Corpus Juris, 59 CJ 995-998, “‘it is 
a cardinal rule of construction of stat- 
utes that effect must be given, if pos- 


sible, to the whole statute and every 
part thereof. To this end it is the 
duty of the court, so far as practicable, 
to reconcile the different provisions so 
as to make them consistent, harmoni- 
ous, and sensible.” Under this rule 
it is important to consider some of the 
other subsections of § 6609. Sub- 
section 15 of said section reads as 
follows : 

“15. To procure by purchase, con- 
demnation, gift, or otherwise, within 
the city or beyond the limits thereof, 
property for use of the city, in and for 
the performance of its functions, and 
to manage and regulate the use there- 
of; and to sell, lease, or otherwise dis- 
pose of the same.” 

This subsection limits the purchase 
of property to that to be used by the 
city only in the performance of its 
functions, and since the conducting of 
a public utility business outside the 
city limits is not a municipal function 
but a private business it follows that 
the interpretation put upon subsec- 
tion 37 by the majority report and or- 
der is inconsistent with the provisions 
of said subsection 15. It is also to 
be noted that subsection 37 limits the 
use of property outside the city limits 
to supplying the city and its inhabit- 
ants with light, heat, and power, and 
“for any other public use or purpose. 

” 


Other subsections of the aforesaid 
§ 6609 can well be noted at this junc- 


ture. Subsection 35 reads as follows: 

“To provide the city and its inhabit- 
ants with water; to prevent the water 
supply of the city from becoming 
polluted or contaminated, and for this 
purpose such city shall have jurisdic- 
tion as far beyond the limits as is nec- 
essary.” 
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Subsection 41 reads as follows: 

“To provide for the inspection of 
milch cattle and dairies, whether kept 
within the city or without the city 
limits from which milk or milk prod- 
ucts are sold within the city, and to 
provide for the inspection and regula- 
tion of bakeries, confectioneries and 
places of refreshment.” 

Subsection 44 reads as follows: 

“To create a board of public health 
and sanitation, and to make regula- 
tions, by ordinance, to preserve and 
promote the general health of the citi- 
zens; said board shall cause to be en- 
forced within the city, and within 4 
miles thereof, all laws, regulations, and 
ordinances designed to preserve, pro- 
mote, and protect the general health 
of the inhabitants of the city, and the 
spread within the city of contagious, 
infectious, and other diseases and, in 


case of emergency menacing the pub- 
lic health, to make and cause to be 
enforced within the city and within 4 
miles thereof all rules and regulations 
they deem necessary to meet such 
emergencies and to perform such other 
duties as may be prescribed by ordi- 


Subsection 59 reads as follows: 

“To regulate, restrain and prevent 
the discharge of firearms, fireworks, 
rockets or other combustible materials 
in the city, and to regulate the keeping, 
storage and use of powder, dynamite, 
guns, guncotton, nitroglycerine, fire- 
works and other explosive materials 
and substances in the city, or within 
2 miles of the limits thereof.” (Ital- 
ics by writer. ) 

Each of the aforesaid subsection 
contain specific language authorizing 
the city to go beyond its corporate 
limits for specified purposes and the 


power of the city as given by said 
subsections to go beyond the limits 
is limited and confined by specific lan- 
guage. If the legislature was so care- 
ful in drafting this act to use specific 
language in authorizing the city to 
go beyond its limits for certain 
municipal purposes, it is\a logical pre- 
sumption that if the legislature intend- 
ed by subsection 37 to authorize 
the city to engage in the business of a 
public utility outside its corporate 
area, it would have said so in specific 
language that would need nothing 
read into it by interpretation and it 
would have specified how far beyond 
its limits the city could go in conduct- 
ing such a business just as was done 
in the aforementioned other subsec- 
tions of § 6609. 

In order to hold that subsection 
37 authorized the city to operate 
a public utility business outside 
the city limits, something must be read 
into that subsection which is not to be 
found in the language thereof. 

Evidently the framers of the ordi- 
nance of the city of Springfield which 
authorized the issue of bonds for the 
purpose of purchasing the common 
stock of Springfield Gas and Electric 
Company and thereby acquiring its 
physical properties recognized that the 
city of Springfield was not authorized 
to conduct a public utility business 
to serve customers outside its city 
limits, because the language of the 
ordinance wherein it states the purpose 
of the ordinance and the bonds to be 
issued thereunder reads as follows: 

ve . . it being the purpose of 
the city of Springfield, Missouri, to 
provide funds as soon as possible 
for the purpose of paying the cost of 
purchasing and acquiring the electric, 
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gas, and bus transportation systems 
serving the city of Springfield, Mis- 
sourt, and its inhabitants, and to do so 
in compliance in all respects with the 
Constitution and the laws of the state 
of Missouri, ” (Italics by 
writer. ) 

It is my view that the foregoing 
language of the ordinance limits the 
city to the purchase of only those 
utility properties which serve the city 
and its inhabitants and subsection 
37 cannot now be misconstrued 
into enlarging the scope and purpose 
of the ordinance beyond its language 
—regardless of any language in the 
Monday Case (1945) — Mo —, 185 
SW2d 788. 


Additional facts were presented up- 
on the rehearing of this case on April 
9, 1945, with reference to the distribu- 
tion lines located outside the city 
limits. The evidence presented at the 
hearing on March 7, 1945, did not 
show the number of consumers out- 
side the city limits or the income de- 
rived therefrom. However, the evi- 
dence presented upon the rehearing 
shows that during the year 1941, 315 
miles of electric distribution lines of 
Springfield Gas and Electric Company 
were located outside the city limits of 
Springfield representing approximate- 
ly 57 per cent of the total of distribu- 
tion lines of the entire property. On 
this 315 miles of distribution lines 
outside the city limits are connected 
815 distribution transformers rep- 
resenting approximately 48 per cent 
of the total number of distribution 
transformers on the entire property. 
Mr. E. S. Williver, vice president and 
general manager of Springfield Gas 
and Electric Company, testified that 
2,881 domestic consumers are served 
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electricity outside the city limits rep- 
resenting 16.2 per cent of the com- 
pany’s total domestic consumers; 365 
commercial consumers are located 
outside the city limits representing 
11.2 per cent of the company’s total 
commercial consumers; 5 industrial 
consumers are served outside the city 
limits, representing 16.7 per cent of 
the company’s total industrial consum- 
ers. The company’s revenues derived 
from the service of domestic consum- 
ers outside the city limits for the year 
1941 was $84,667 representing 16.4 
per cent of the company’s revenues 
derived from all domestic consumers ; 
the revenues from commercial con- 
sumers was $6,037 representing 1.1 
per cent of the revenues derived from 
all commercial consumers. The rev- 
enues from industrial consumers out- 
side the city limits was $84,630 
representing 34.2 per cent of the 
company’s revenues derived from all 
industrial consumers. Mr. E. S. Wil- 
liver testified that there has been no 
material changes in the company’s 
operations since 1941 up to the pres- 
ent time which would materially 
change these figures. 

An attempt was made to minimize 
the extent of the business outside the 
city by testimony to the effect that 
only 54 per cent of the total book 
value of the properties owned by the 
company is located outside the city 
limits. As I have previously pointed 
out in my opinion of March 19th, 58 
PUR(NS) at p. 244, it is not the value 
of the property located outside the 
city limits which is of importance, but 
it is the fact that the business conduct- 
ed in serving the consumers outside 
the city limits, which the evidence 
shows is substantial, is unlawful. 
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The majority report and order re- 
fers to the operation of these proper- 
ties outside the city limits as “inci- 
dental.” I cannot agree that this is 
a proper appellation. I call the opera- 
tion of these properties a very sub- 
stantial part of the business of the 
Springfield Gas and Electric Com- 
pany. Nor can I agree with the ap- 
plication of the decision in Speas v. 
Kansas City (1931) 329 Mo 184, 44 
SW2d 108 to the present case. In 
the. Speas Case the plaintiffs, as resi- 
dent taxpayers of Kansas City, Mis- 
souri, sought to have adjudged un- 
constitutional all provisions of said 
city’s charter by which it and its of- 
ficers and agents are authorized to 
supply water to nonresidents and to 
enjoin perpetually said city and its of- 
ficers and agents from supplying water 
to nonresidents. The plaintiffs’ peti- 
tion alleged, among other things, that 
the city had constructed certain water 
mains running to and along the 
boundary line of Missouri and Kan- 
sas where Kansas City, Missouri ad- 
joins Johnson county, Kansas; that 
the city had placed water meters at 
the state line (which is also the city 
limits); that the purchaser of the 
water from Kansas City was charged 
the lowest consumer rate known as a 
combination rate based on the total 
consumption of water, and that the 
purchaser retailed and distributed the 
water to individual residents and citi- 
zens of the residential district of John- 
son county, Kansas, at a higher and 
more profitable rate than that paid to 
defendant, Kansas City, Missouri, but 
which rate was lower than that 
charged to and paid by the great ma- 
jority of the resident taxpayers or 
citizens of Kansas City, Missouri. 
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The petition also contained the gen- 
eral allegation that Kansas City, Mis- 
souri, was selling and distributing 
large quantities of water to various 
other nonresident and noncitizen con- 
sumers, the names of whom were un- 
known to plaintiffs. The petition fur- 
ther complained that by reason there- 
of there had been frequent shortages 
of water for the use of citizens and 
taxpayers of Kansas City, Missouri, 
and that no part of the expenditures 
for the water distribution system had 
been, or would be, paid by nonresident 
users and consumers of water. In 
passing upon the questions presented 
in that case the court said, 44 SW2d 
at p. 113: 

“Is the charter power of Kansas 
City to supply water to nonresidents 
in conflict with its charter power to 
acquire and to operate waterworks 
for public purposes only or with the 
constitutional provision that taxes 
may be used for public purposes only? 
We think not, because the charter 
power of Kansas City to supply water 
to nonresidents may be exercised, as 
was doubtless intended by the framers 
of its charter, for the benefit of the 
city and its inhabitants. In other 
words, if Kansas City acquired and is 
operating its waterworks primarily 
for the purpose of supplying water for 
its own needs and the needs of its 
inhabitants, and is incidentally selling 
surplus water to nonresidents, without 
impairing the usefulness of its water- 
works for said primary purpose, such 
exercise of its charter power to supply 
water to nonresidents is not inconsist- 
ent with its charter power to acquire 
and to operate waterworks for public 
purposes only, nor with the constitu- 
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tional provision that taxes may be 
used for public purposes only.” 

The question involved in the Speas 
Case was the constitutionality of the 
charter provisions authorizing the 
selling of surplus water to nonresi- 
dents. That case did not hold that a 
municipal corporation can lawfully 
conduct a public utility business serv- 
ing consumers outside the city limits, 
nor does Kansas City’s charter au- 
thorize the conducting of such a pri- 
vate business. The Speas Case is not 
in point and is so recognized by the 
supreme court in the opinion in Tay- 
lor v. Dimmitt (1935) 336 Mo 330, 
78 SW2d 841, 844, in which the court 
says: 

“The Missouri cases mentioned by 
appellant (Speas v. Kansas City 
[1931] 329 Mo 184, 44 SW2d 108; 
Public Service Commission v. Kirk- 


wood [1928] 319 Mo 562, 4 SW2d 


773; and McMurry v. Kansas City 
[1920] 283 Mo 479, 223 SW 615) 
do not involve the issue upon which 
this case turns.” 


It is my opinion that the inter- 
pretation placed upon _ subsection 
37 by the majority report and 
order is neither reasonable nor sound. 
If the city of Springfield could law- 
fully conduct a private business to 
serve the consumers 8 miles beyond 
the city limits, why could it not serve 
10, 15, 25, or even 100 miles beyond 
the city limits? If there is no limit 
to the area which may be served by 
a municipal utility, could not the city 
of Springfield purchase the properties 
of all of the rural electric codperatives 
within the state of Missouri and 
thus serve rural electric consumers 
throughout the state? Could not the 
city of Columbia purchase the elec- 
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tric properties and serve the city of 
Moberly, for instance, or the city of 
Jefferson City? If a city is to be per- 
mitted to engage in private business 
beyond its corporate limits, then the 
question arises as to how far beyond 
its limits the city may go with such 
an endeavor. Conceivably and logi- 
cally if a city can thus go one mile 
beyond its limits, it would have the 
authority to extend its business opera- 
tions throughout the whole area of 
the state. The primary reason for 
having city limits is to confine the 
city’s operations to those limits. That 
seems to be the intent and purpose of 
the statutory and case law dealing 
with this subject and the reason why 
the above-mentioned statutes dealing 
with municipal ownership of utility 
properties outside a city’s limits con- 
fine the use solely to the service of 
inhabitants of the city. The language 
from the supreme court’s opinion in 
the bond validation case (Monday 
Case) quoted in the majority report 
and order, i.e.: “Their objection that 
parts of the distribution lines go be- 
yond the city limits is answered by the 
express authorization to go beyond the 
limits in subsection 37 of § 6609. 
We, therefore, overrule these conten- 
tions” (185 SW2d at p. 792) does 
not change the law on this point as it 
is determined in Taylor v. Dimmitt, 
supra. The quoted language is the 
only language in the bond case that 
might reflect upon the point under 
consideration and the meaning of that 
language is readily understood when 
the issue upon which the court was 
passing is understood. The sole issue 
in that case was the validity of the 
bonds the city was issuing for the pur- 
pose of purchasing the common stock 
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of Springfield Gas and Electric Com- 
pany in order that it might by that 
means acquire the company’s proper- 
ties. As an objection to the validation 
of the bonds the point was made that 
some of the company’s properties were 
outside of the city limits. In answer 
to this objection the court used the 
above-quoted language merely to point 
out that subsection 37 of § 6609 of 
the city’s charter authorized the city 
to acquire and own property beyond 
the city limits. The opinion gave no 
consideration to what use was to be 
made of those properties. 

It is my opinion that the proposed 
transfer would leave a large number 
of the present consumers of Spring- 
field Gas and Electric Company, in- 
cluding a large number of power us- 
ers, without electric and gas service 
and for that reason would be detri- 
mental to the public interest. 

Since the purported transfer is void 
and no authorized transfer took place 
before the recent adoption of the pres- 
ent Constitution of the state of Mis- 
souri, it is unconstitutional under § 23 
of Art VI of the Constitution of Mis- 
souri for the city of Springfield to 
own the stock of the Springfield Gas 
and Electric Company. Said § 23 
provides as follows: “Section 23. No 
county, city or other political corpora- 
tion or subdivision of the state shall 
own or subscribe for stock in any cor- 
poration or association, or lend its 
credit or grant public money or thing 
of value to or in aid of any corpora- 
tion, association or individual, except 
as provided in this Constitution.” 
(Italics by writer.) 

The language of this section is very 
plain. It means that the city of 
Springfield cannot own stock in any 
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corporation. All of the proceedings 
in connection with the purported 
transfer have been attended with 
haste. The first hearing upon this ap- 
plication, at the request of the city, 
was set upon less than 10 days’ notice 
as required by the Rules of Practice 
and Procedure before the Commis- 
sion, and after motions for rehearing 
had\ been filed and on the very date 
the motions for rehearing were sus- 
tained the purported transfer took 
place. Counsel for the city of Spring- 
field testified as follows: 

“Well, March 29th was the date on 
which the new Constitution would be- 
come effective, and there are pro- 
visions in the new Constitution which 
I felt would be urged as a ground for 
further litigation. I felt that it was 
very important from the standpoint 
of the city to consummate its purchase 
of the stock before the new Consti- 
tution became effective or else we 
might be involved in another year or 
two of litigation, which is very ex- 
pensive from the city’s standpoint. It 
loses the profits and income of the 
property which are certainly in excess 
of half a million dollars a year. I 
therefore recommended that the sale 
be consummated before the 29th of 
March.” (R—177, 178, April 10th.) 

The city officials and special counsel 
were so apprehensive of the effect of 
the new Constitution that although 
this is a public matter and one of in- 
terest to all of the citizens of Spring- 
field they left the city of Springfield 
and went to Kansas City in order to 
avoid litigation and there attempted to 
complete the transfer of the properties 
herein involved. 

Although the supreme court in the 
Monday Case, supra, ruled that the 
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city of Springfield had authority to is- 
sue bonds to purchase all of the com- 
mon stock of Springfield Gas and Elec- 
tric Company in order to become 
the owner of its physical utility prop- 
erties in spite of § 6 of Art IX of the 
Constitution of Missouri then in ef- 
fect which prohibited a city from be- 
coming a subscriber. to the capital 
stock of any corporation, it appears 
that § 47 of Art IV of said Constitu- 
tion which provides as follows was not 
cited or considered by the court: 
“Section 47. The general assembly 
shall have no power to authorize any 
county, city, to become a 
stockholder in such corporation, asso- 
ciation Or company .. .” 
Although the record of the rehear- 
ing is voluminous, the testimony con- 
sists principally of a recital of the de- 
tails of the purported transfer and a 
recital by counsel for the city of 
Springfield of his understanding of the 
law. There is still very little in the 
record upon the real issue in the case 
which is whether or not the proposed 
transfer would be detrimental to the 
public interest. No reasonable show- 
ing was made as to any public bene- 
fit to be derived from this purchase 
which would offset the definite losses 
which will result to the school district, 
toad districts, and to the county as a 
consequence of the acquisition of 
these properties by the municipality. 
No actual plan has been adopted by 
the city regarding the rates to be 
charged and there is no guaranty that 
the reduction which this Commission 
has required to be made by allowing 
credits will be made permanent. If 
such a guaranty were made, it would 
be no additional benefit in view of this 
Commission’s outstanding order. In 
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fact, on July 20, 1945, this Commis- 
sion received a letter from the city 
attorney of the city of Springfield en- 
closing a profit and loss statement 
for June, 1945, and also for a period 
from March 26, 1945, to June 30, 
1945, and also a newspaper clipping 
from a Springfield newspaper “re- 
flecting the city’s plans for an early 
rate reduction and the progress being 
made toward that end.” The letter 
contains a request that the letter and 
enclosures be made a part of the rec- 
ord in the case herein, if permissible 
under Commission procedure. The 
record in this case is now closed and, 
of course, neither the letter nor the 
enclosures can be considered a part 
of the record upon which the Com- 
mission can base a decision. How- 


ever, having read the newspaper arti- 
cle, I can but observe that it appears 
from this article that the city of 


Springfield has not even continued the 
rate reduction by means of a refund 
which was ordered by this Commis- 
sion. No improvement in service is 
anticipated, and statements were made 
that the service now is very satisfac- 
tory. Mayor Carr at the hearing on 
March 7th, stated, “The present man- 
agement has given wonderful service 
for a number of years.” No economy 
of operation is anticipated and the en- 
tire personnel of the Springfield Gas 
and Electric Company is to be re- 
tained. The only economy which was 
discussed was the savings in taxes. 
The amount of such savings is largely 
defined by the loss in tax revenue to 
the school district, road districts, the 
county and the Federal government. 
None of these parties who will suffer 
a loss in revenue will receive equiva- 
lent benefits. If the tax savings with- 
60 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


in the city are not passed on to the 
public in rate reductions or through 
reductions in taxes, even this saving 
is doubtful. 

I am unable to agree with Mr. Ben- 
nett, Commissioner of Revenue, that 
the loss of $500,000 per year in taxes 
by the school district, county, state, 
and the Federal government is a pub- 
lic benefit. Such an interference in 
the tax policy of the nation in view of 
our huge national debt would be detri- 
mental to the public interest. 

It was admitted that under munic- 
ipal ownership, employees of the 
Springfield Gas and Electric Company 
upon becoming city employees would 
lose their Social Security benefits, and 
the evidence shows that wage in- 
creases were contracted for ranging 
from $10 to $15 per month based on 
a 40-hour week as an attempted com- 
pensation for this loss. 

Vague references were made to 
Utopian power rates which were to 
bring new industries to Springfield, 
but cross-examination disclosed that 
no schedules had been prepared to 
bring about these low rates nor was it 
shown that such reductions could be 
made without imposing a burden on 
the residential and other consumers. 

Mr. John Randolph, general coun- 
sel of the Missouri Public Service 
Commission, asked Mayor Carr on 
cross-examination : 

Q. Mayor Carr, you said you 
thought there would be many benefits 
that would come out of municipal 
ownership in this case. You expected 
to lower rates, have you made any 
definite studies of what you can do in 
that respect? 

To which the mayor answered: 

A. No, we haven’t, and the rea- 


son is we haven’t as yet secured the 
property and there is plenty of time 
to do that. I don’t see why it is neces- 
sary to do that before you get the 
property. 

Witnesses stated that new indus- 
tries had been forced to choose other 
locations because of the high power 
rate at Springfield and it was stated 
that a large tire plant had located in 
Oklahoma instead of at Springfield 
because the Oklahoma location offered 
a 4-mill power rate. It was inferred 
that the acquisition of the electric util- 
ity properties by the city would en- 
able it to reduce power rates in order 
to compete in the acquisition of new 
industries. 

Our records show that during 1943 
the company purchased power from 
The Empire District Electric Com- 
pany in an amount of $84,836 which 
covered 12,807,560 kilowatt hours. 
This purchased power cost the com- 
pany .656 per kilowatt hour. If these 
new industries which are to be at- 
tracted to Springfield by the suggested 
4-mill rate actually are obtained, it is 
logical to assume that the amount of 
power purchased will be increased in 
order to supply this additional de- 
mand. If the 4-mill rate is offered to 
these power consumers, it can only be 
done by passing the difference between 
.656 and .4 on to the domestic and 
commercial users which could easily 
result in requiring an increase for 
those types of consumers in order to 
offer the low rate which the city de- 
sires for the purpose of attracting new 
industries. Certainly, the benefit to 
domestic and commercial customers 
would be doubtful in that event. 

On the 24th day of April, 1944, 
the Commission issued a report and 


60 PUR(NS) 186 





~ _ ~_- —-— >) mm CE ae | 


— vt 23§<.<. 2a cee @e 


RE CITY OF SPRINGFIELD 


order wherein the Springfield Gas and 
Electric Company was ordered to re- 
duce the gross operating revenue of 
its electric department for the year of 
1944 by refunding, or by allowing 
credit on future bills to customers, un- 
til the amount of $304,000 shall have 
been refunded. Prior to issuing that 
order the Commission held a hearing 
at which the city of Springfield ap- 
peared by its attorney, mayor, and 
members of the council, and a group 
of commercial and industrial electric 
consumers appeared by their attorney, 
Mr. Fred A. Moon. It was claimed 
originally by the industrial users that 
the power rates in the city of Spring- 
field were not comparable to the power 
rates in the state of Missouri gen- 
erally, but that the domestic and other 
rates were comparable to such rates 
throughout the state, and it was con- 
tended that the total rate reduction 


should go to the large power users. 
Mr. Moon requested time in which to 
prepare as an exhibit a study show- 
ing comparison of power rates in Mis- 
souri and time was granted for that 


purpose. Thereafter, the industrial 
users secured the services of an elec- 
trical engineer to analyze the power 
rates of Springfield as compared with 
other cities in Missouri, and after said 
analysis was completed Mr. Moon ad- 
vised the Commission that he found 
both the domestic and power rates 
were comparable to the same classes 
of rates in other cities in Missouri 
and not out of line. At a prior hear- 
ing in the same case on February 14 
and 15, 1944, Mr. Louis W. Rops, 
who testified on behalf of the cham- 
ber of commerce, asked that whatever 
rate reduction might be ordered be 
allocated to industrial power users and 
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commercial light users. In his testi- 
mony Mr. Rops said, “ . our 
residential rate is very much in line. 
In fact, we advertise at the time that 
it is the lowest in Missouri wi 
I refer to previous records before this 
Commission for the purpose of point- 
ing out that there is little to justify the 
belief that this proposed change of 
ownership can greatly benefit the rate 
situation within the city of Spring- 
field. 

The evidence shows that there has 
been appointed a group of business- 
men, or so-called advisory board, de- 
scribed by the mayor as “ no 
made up of some of our good citi- 
zens,” but which has no authority in 
law. We have no reason to doubt 
the competency of these businessmen 
in their respective lines of business, 
but the record shows that only one of 
them has ever had any public utility 
experience, and that he is not connect- 
ed with any utility at the present time. 

The purchase price proposed in this 
case is $6,750,000. Some comment 
was made at the hearing regarding 
the fairness of this amount, and it was 
suggested that the city was paying 
more than $900,000 in excess of the 
price which had been offered by an 
individual and had been accepted by 
Federal for the common stock of the 
company. 

This Commission in 1944, after an 
audit of the Springfield Company, 
fixed a rate base upon which the earn- 
ings of the electric and gas depart- 
ments should be computed. No equiv- 
alent finding was made for the heating 
and transportation departments. The 
rate bases which were fixed in 1944, 
plus adjustments applicable thereto 
during the year of 1944, amount to 
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$5,499,009 for the electric and gas 
departments. If we add to this 
amount the adjusted investment in the 
heating department and the recorded 
investment in the transportation de- 
partment, the maximum amount 
which could be justified as value of 
this property would be $6,009,077. 
This amount is approximately $665,- 
000 less than the agreed purchase 
price in this case. 

An analysis of the balance sheet of 
this company for December 31, 1943, 
discloses that the earned surplus, plus 
the common capital stock liability, 
amounts to $299,446.70. This is an 


accepted method of determining com- 
mon stock equity in a property. These 
figures, however, are not representa- 
tive of the equity value as there are 
items of acquisition adjustment in a 
substantial amount which would have 
to be considered in a determination 


of this nature. However, ignoring 
these, it seems evident that the offer 
by an individual of a consideration of 
$650,000 for the cornmon stock of this 
company was at least an adequate con- 
sideration and that the price which is 
proposed herein seems exorbitant and 
to the extent of the excess over fair 
value is contrary to the public interest 
of the citizens of Springfield. 

In the rate base figures quoted above 
are included an amount slightly in ex- 


cess of $100,000 for case working 
capital and material and _ supplies 
which amounts. might reasonably be 
deducted in the above computation in 
view of the terms of the purchase con- 
tract which in substance provide that 
assets of this nature may be offset by 
the assumption of liabilities of the cor- 
poration. 

The question as to the sentiment 
of the public at Springfield was dis- 
cussed and opinions were stated on 
both sides. No actual test of this sen- 
timent has been made. A vote. was 
proposed on this matter at which time 
a consideration considerably in excess 
of the present one was involved. This 
vote was prevented by injunction. 
Since that time the consideration in- 
volved seems to have been reduced by 
more than $1,000,000 but is still 
some $900,000 in excess of a bid 
which was made by an _ individual 
and accepted by Federal. Possibly 
the public, if given an opportunity 
to vote, might register its objection 
to this large difference in considera- 
tion. 

For the reasons above stated I dis- 
sent from the majority report and 
order and it is my opinion that the 
proposed transfer is unlawful and un- 
constitutional and that it would be 
detrimental to the public interest and 
contrary to the public welfare. 





60 PUR(NS) 





CALIFORNIA OREGON POWER CO. v. FEDERAL POWER COM. 


UNITED STATES CIRCUIT COURT OF APPEALS, NINTH CIRCUIT 


California Oregon Power Company 


v. 


Federal Power Commission 


No. 10429 
150 F2d 25 
June 15, 1945; rehearing denied August 6, 1945 


= under § 313(b) of Federal Power Act, 16 USCA 
§ 8251(b), for review of order of Federal Power Commission 
requiring correction of electric plant accounts; order affirmed. 
For Commission decision, see (1943) 47 PUR(NS) 193. 


Accounting, § 32 — Excess of acquisition cost over original cost — Intangibles — 
Amortization. 

1. Excess of acquisition cost over original cost of utility systems, repre- 

senting payments for intangibles such as nuisance value, monopoly value, 

and the like, may properly be ordered by the Federal Power Commission 

to be classified in Account 100.5, Electric Plant Acquisition Adjustments, 

to be amortized by annual charges to income over a 10-year period, p. 190. 


Accounting, § 24.1 — Payment to affiliate — Write-up — Profits of affiliate. 

2. An amount paid by a power company to a wholly owned service com- 
pany of its parent, under a cost-plus contract in which there was a com- 
plete absence of arm’s-length bargaining, representing an intercompany 
profit, was properly ordered by the Federal Power Commission to be trans- 
ferred to Account 107, Electric Plant Adjustments, and disposed of by 
charges to surplus, either earned or capital surplus as the company might 
elect, p. 190. 


Accounting, § 3 — Authority of Federal Power Commission — Uniform system 
of accounts. 
3. The comprehensive authority given the Federal Power Commission by 
§ 301(a) of the Federal Power Act, 16 USCA § 825, to require the estab- 
lishment of a uniform system of accounts applies to public utilities as well 
as to licensees, p. 190. 


Procedure, § 25 — Due process — Denial of further continuance. 

4. A power company which had advance knowledge of the position taken 
by the Federal Power Commission and state regulatory bodies with respect 
to an intercorporate payment and which was granted several postponements 
until a hearing at which the president of the related company was present, 
but not called as a witness, was not denied due process by denial of a fur- 
ther continuance to present additional evidence as to the reasonableness 
of fees paid, particularly where there was no showing as to the materiality 
of the evidence sought to be adduced, p. 192. 
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Appeal and review, § 74 — Procedure — Additional evidence. 
5. A motion by a power company, on petition to review an accounting order 
of the Federal Power Commission, to adduce additional evidence was held 
not to comply with the requirements of § 313(b) of the Federal Power Act, 


16 USCA § 825/(b), p. 192. 


APPEARANCES: A. Louis Flynn 
and Helmer Hansen, both of Chicago, 
Ill., and James S. Moore, Jr., of San 
Francisco, Cal. (Brobeck, Phleger & 
Harrison, of San Francisco, Cal., of 
counsel), for petitioner; Charles V. 
Shannon, General Counsel, FPC, 
Louis W. McKernan, Principal At- 
torney, and Robert L. Russell, At- 
torney, FPC, all of Washington, D. 
C., for respondent; George Neuner, 
Attorney General, of Oregon, Willis 
S. Moore, First Assistant Attorney 
General, and Chas. W. Erskine, of 
Salem, Ore., for George H. Flagg, 
Commissioner of Public Utilities of 
Oregon, amicus curiae. 
Mathews, 


Before Garrecht, and 


Healy, Circuit Judges. 


Heaty, CJ.: This is a proceeding 
under § 313(b) of the Federal Power 
Act, 16 USCA § 825/(b), for the re- 
view of paragraphs (1), (2) and (7) 
of an order of the Federal Power 
Commission ([1943] 47 PUR(NS) 
193) requiring the petitioner to cor- 
rect its electric plant accounts in ac- 
cordance with the Commission’s uni- 
form system of accounts. 


Petitioner is a subsidiary of Stand- 
ard Gas & Electric Company, a hold- 
ing company which owns all of peti- 
tioner’s common stock and part of its 
preferred. It produces, distributes, 
and sells electric energy in northern 
California and southern Oregon. The 
adjustments ordered are the outgrowth 
of a joint audit and report of the 


60 PUR(NS) 


staffs of the Federal Power Commis- 
sion, the Public Utilities Commission- 
er of Oregon, and the Railroad Com- 
mission of California. 

[1] Paragraph (1) of the order 
relates to the portion of the acquisition 
cost to petitioner of certain utility sys- 
tems in excess of the original cost of 
such properties. This excess of ac- 
quisition cost—amounting to $828,- 
684.97—was found to represent pay- 
ments for intangibles such as nuisance 
value, monopoly value, and the like, 
hence its capitalization was thought 
to be basically a capitalization of 
potential earning power. The amount 
has been classified in Account 100.5, 
Electric Plant Acquisition Adjust- 
ments, and the order requires its amor- 
tization by annual charges to income 
over a 10-year period. As to this 
phase of the matter, the Commission’s 
order must be affirmed on the authority 
of Pacific Power & Light Co. v. Fed- 
eral Power Commission (1944) 53 
PUR(NS) 12, 141 F2d 602. Cf. 
also Northwestern Electric Co. v. 
Federal Power Commission (1944) 
321 US 119, 88 L ed 596, 52 PUR 
(NS) 86, 64 S Ct 451; Federal Pow- 
er Commission. v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR(NS) 193, 64 S Ct 281; Colo- 
rado Interstate Gas Co. v. Federal 
Power Commission (1945) — US 
—, 89 L ed —, 58 PUR(NS) 65, 
65 S Ct 829. 

[2, 3] Paragraphs (2) and (7) of 
the order relate to an amount of 
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$636,237.23, found to represent inter- 
company profits paid by petitioner to 
the wholly owned service company of 
Standard, under a cost-plus contract 
in which there was a complete absence 
of arm’s-length bargaining. The 
amount was ordered transferred to 
Account 107, Electric Plant Adjust- 
ments, and petitioner was required to 
dispose of it by charges to surplus, 
either earned or capital surplus as 
petitioner may elect. 

When petitioner came under the 
control of Standard it was subjected 
by the parent company to the so-called 
“fee system,” accomplished by causing 
petitioner to enter into a management 
contract and an engineering contract 
with Byllesby Engineering & Manage- 
ment Corporation, a service company 
wholly owned by Standard. Only the 
engineering contract is involved here. 
It provided that Byllesby would per- 
form engineering, construction, and 
purchasing services for which it would 
receive from petitioner a 74 per cent 
fee, and petitioner was further ob- 
ligated to pay Byllesby a fee of not 
less than 74 per cent of the cost of 
such hydroelectric construction as peti- 
tioner itself might undertake. Bylles- 
by was fully reimbursed for the cost 
to it of work performed under this 
contract, and in addition received 
profits of $188,942.14. On account 
of work done by petitioner Byllesby 
was paid fees of $416,896.62 in return 
for which Byllesby was found to have 
performed no services of demonstra- 
ble value. 

In determining the actual legitimate 
cost of licensed projects under what 


is now Part I of the Federal Power 
Act, 16 USCA § 79la et seq.,' the 
Commission appears uniformly to 
have disallowed intercompany profits 
paid under similar contracts; and its 
practice has invariably received court 
approval. Alabama Power Co. v. 
MecNinch (1937) 68 App DC 132, 
21 PUR(NS) 225, 94 F2d 601; 
Niagara Falls Power Co. v. Federal 
Power Commission (1943) 51 PUR 
(NS) 40, 137 F2d 787; Alabama 
Power Co. v. Federal Power Com- 
mission (1943) 47 PUR(NS) 257, 
134 F2d 602; Puget Sound Power & 
Light Co. v. Federal Power Commis- 
sion (1943) 78 US App DC 143, 50 
PUR(NS) 375, 137 F2d 701; Penn- 
sylvania Power & Light Co. v. Fed- 
eral Power Commission (1943) 52 
PUR(NS) 275, 139 F2d 445. The 
Commission’s rule of “no profits to 
affiliates’ was known to Congress 
prior to the adoption of the Public 
Utility Act of 1935, 49 Stat 803." 
By the 1935 act Congress empowered 
the Commission to regulate interstate 
electric utilities and specifically au- 
thorized the agency to “investigate 
and ascertain the actual legitimate 
cost of the property of every public 
utility.” * Federal Power Act, § 208, 
16 USCA § 824g. The comprehen- 
sive authority given the Commission 
by § 301(a) of the act, 16 USCA 
§ 825, to require the establishment of 
a uniform system of accounts applies 
equally to public utilities and to li- 
censees. 

The purpose of directing the as- 
certainment of legitimate cost was not 
merely to enable the Commission to 





‘ee. the Federal Water Power Act 


of 
*Consult Fourteenth Annual Report of 
Commission, p. 2, transmitted Dec. 1, 1934. 
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8In the 1935 act the definition of actual 
legitimate original cost, as contained in the 
1920 act, was reénacted without change. 
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compile and require the recording of 
informative data. The aim was to 
eliminate the padding from utility ac- 
counts. The provision has the broad 
purpose of protecting the public 
against artificially inflated investment 
costs on the basis of which utility com- 
panies assert the right toa return. In 
the employment of devices by which 
write-ups were effected holding com- 
panies had been among the chief of- 
fenders. As said in Alabama Power 
Co. v. Federal Power Commission, 
supra, legitimate costs include all sums 
that would have been properly spent 
had there been only a single corpora- 
tion involved, but legitimate cost does 
not include profits assessed by one 
wholly owned corporation against an- 
other. Here, petitioner’s own expert 
testified that accountants do not rec- 
ognize as proper “the building up of 
charges by transfer of goods or serv- 
ices from one department to another 
within a particular accounting entity.” 
And experts for the Commission testi- 
fied to the obvious proposition that a 
utility company may not properly ac- 
complish by indirection that which 
would be condemned if done directly. 
In this instance it was stipulated, in 
substance, that during the period in- 
volved the three companies—Stand- 
ard, Byllesby, and petitioner—were 
arms of the same enterprise, and that 
such was the affiliation of interest 
among them that to all intents and 


purposes they formed one corpora- 
tion. 

[4] Petitioner contends that it was 
denied due process in the hearing be- 
fore the Commission in that it was 
not given opportunity to present addi- 
tional evidence with respect to the rea- 
sonableness of the fees paid to Bylles- 
by. The record shows the contrary. 
Petitioner had advance knowledge of 


_the position taken by the Commission 


and the two state regulatory bodies 
with respect to the Byllesby fees. The 
report served on the petitioner in- June, 
1941, clearly disclosed the opinion of 
the joint staffs that system: profits are 
improper elements of plant costs. The 
hearing on the report was originally 
slated for a date in August, 1941, but 
was postponed on petitioner’s request 
a number of times for a total period 
of six months. When it was finally 
held the - president of the Byllesby 
Company was present throughout, but 
was not called as a witness. We think 
there was no abuse of discretion in 
denying a further continuance. This 
would be true even though a showing 
had been made as to the materiality 
of the evidence sought to be adduced. 
There was in fact no such showing. 

[5] Petitioner’s motion to adduce 
additional evidence, made in this court, 
does not comply with the requirements 
of § 313(b) of the act, and the mo- 
tion is denied. 

Affirmed. 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


GMC Truck & Coach Announces 
Plans for Expansion Program 


Guz has been broken for a new coach 
assembly plant marking the first step in 
a modernization and expansion program at the 
factories of GMC Truck & Coach Division of 
General Motors in Pontiac, Michigan, accord- 
ing to a statement by M. D. Douglas, general 
manager. 

The entire program, which will add 1,500,- 
000 square feet of floor space to GMC’s pres- 
ent plant facilities, includes three major build- 
ing projects: 1. an. assembly plant for pro- 
duction of GM cruiser-type coaches; 2. an en- 
gine plant for manufacture and assembly of 
GMC engines; 3. a new engineering building 
for experimental work. 

Work has already been started on the new 
coach assembly plant, and it is expected to be 
completed around December 15, 1945. Work 
on the other buildings will be pushed as rapid- 
ly as possible. 

This extensive modernization and expansion 
program will provide facilities for the greatest 
commercial truck production in GMC history 
and will make possible.an annual GM coach 
volume double that of the best previous sales 
year, Mr. Douglas stated. 

Mr. Douglas pointed out that GMC expects 
to exceed prewar truck production levels by 
the end of 1945 and anticipates an all-time high 
in GMC truck production in 1946, . 

According to the announcement, GMC 
Truck & Coach produced 34 per cent of the 
total of integral désign city service and inter- 
city coaches for the 5-year period, 1938-1942, 
and is the largest builder of motor coaches 
within the industry in peacetime. 


“Chart That Thinks” 


A BASICALLY new development inventory rec- 

ord control is announced by the systems 
division of Remington Rand Inc. It utilizes a 
graph-a-matic computing chart, called by its 
pioneer users, “The Chart That Thinks.” This 
device directly converts actual and available 
inventory quantities into the time it will take 
to consume them. It is applied to the control 
of inventories, of raw material, finished parts, 
purchased parts, perishable tools and supplies, 
and other inventory items. It signals order 
point, expediting point, normal, under-stock, 
out-of-stock, and excess stock positions. It 
makes management-by-exception automatic in 
inventory control. 

The graph-a-matic computing chart has been 
field tested by a group of manufacttrers, 
wholesalers, and retailers and, according to 
Remington Rand Inc., its practicability has 
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beén proved. In addition to enforcing man- 
agement-by-exception through concentration 
of attention on action points—order point, 
expediting point, overstock point, and out-of- 
stock point—it promotes accuracy and reduces 
clerical costs and clerical time, because neither 
clerks nor supervisors make any calculations 
to convert quantities on hand into termsof time. 
A graph-a-matic control system eliminates 
both computing time and arithmetical errors 
because a direct setting of the graph-a-matic 
control signal over the actual and available 
balance scale provides the automatic conver- 
sion to weeks supply and condition of stock. 


Westinghouse Central Station 
Managers Meet 


Bir me- central station sales managers for 
the Westinghouse Electric Corporation 
recently completed a week’s meeting devoted to 
planning programs for selling apparatus to 
the central station industry. 

The central station managers spent two 
days in Pittsburgh and East Pittsburgh. Fol- 
lowing this, visits were made to the trans- 
former division at Sharon, Pennsylvania, the 
lighting division at Cleveland, steam division 
at Philadelphia, meter division at, Newark, 
and lamp division at Bloomfield. 

Attending the meeting were central station 
managers from all districts in the country, as 
well as representatives of the Canadian West- 
inghouse Company and Westinghouse Elec- 
tric International Company. 

Fort, manager of central station sales 
for W estinghouse stated that the volume of 
business coming in from central station cus- 
tomers reached a prewar level during the first 
half of 1945. Westinghouse expects the cen- 
tral station field to be one of its most fertile 
markets for the sale of electrical apparatus 
during future years. 


Elliott Appointment 
Seg appointment of Charles T. Evans, Jr., 
as chief metallurgist for the Elliott Com- 
pany, Jeannette, Pennsylvania, is announced by 
Rk. B. Smith, engineering vice president. 
Mr. Evans, formerly manager of the carbide 
(Cont'd on page 36) 


“MASTER*LIGHTS” 
® Portable Battery Hand Lights. 

. © Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
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25 Kva-2400 A /4160 Y Volts 
High Voltage—240 x 480 
Volts A. Low Voltage 


50 Kva-12,000 Y-240 x 480 
Y Volts Low Voltage 


250 Kva Auto Transformer 
2300 Y-3100 Y Volts 
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For Industrial or Residential Service 





These transformers, being low and compact, require minimum 
space for installation. 

The oval tank provides a structure of inherent strength and 
rigidity. Tank shell, radiator tubes and cover are made of 
heavy gauge copper-bearing steel. Covers are domed to shed 
water. The flanged, outer edge of the cover protects the gasket 
and adds further mechanical stability to both tank and cover. 

Construction shown is used for ratings from 15 Kva up to 
and including 200 Kva—15,000 volts. Standard units are 
furnished completely sealed and equipped for either pole or 
platform mounting. 

For further information on these and other types of dis- 
tribution or power transformers, contact your nearest Penn- 
sylvania Representative or write direct to Pennsylvania Trans- 
former Company. 
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department of the Titusville plant of the Uni- 
versal-Cyclops Steel Corp., has been concerned 
with the development of high temperature re- 
sistant steels for application to high-tempera- 
ture steam and refinery valves, turbochargers, 
jet and rocket propulsion equipment. 

In his new assignment he will be responsible 
for the metallurgical problems of the whole 
Elliott Company, with particular attention to 
the metallurgical aspects of research and pro- 
duction of gas turbines. 


F. H. Dechant Joins 
Frederic R. Harris 


| oersener en H. DecHant has reopened en- 
gineering offices in the Fidelity-Philadel- 
phia Trust building, Philadelphia, Pennsyl- 
vania, in association with Frederic R. Harris, 
consulting engineer of 27 William street, New 
York 5, New York. 

Mr. Dechant will also be in charge of the 
Philadelphia office of Frederic R. Harris, Inc., 
located at the same address. 

Before entering the United States Navy, Mr. 
Dechant conducted the engineering business of 
Wm. H. Dechant & Sons in Reading and 
Philadelphia. In his association with Frederic 
R. Harris, the engineering practice will in- 
clude water supply and treatment, sewerage 
and trade waste disposal, hydroelectric devel- 
opment, industrial works, ports and harbor 
works, investigations and reports, and manage- 
ment. 


Westinghouse Prepares Film to 
Aid Home Lighting Consultants 


A SOUND motion picture in color, prepared 
especially to assist the group of home 
lighting consultants whom the nation’s electric 
service companies have assigned to help achieve 
better lighted American homes, has just been 
completed by the Westinghouse lamp division, 
Bloomfield, New Jersey. 

The picture, “The Magic Touch,” is avail- 
able on 16-millimeter film for purchase by 
utilities at cost. Prints willbe delivered thirty 
days after the order is received, the announce- 
ment said. 

The motion picture contains both the man’s 
and woman’s angle, thus being adapted for 
showing to women’s organizations and to 
mixed groups such as meetings of parent teach- 
ers associations. 

A complete living room set was built at a 
motion picture studio to demonstrate the 
“do’s” and “don'ts” of home lighting. “Miss 
Wilson,” .the “star” of the picture, is a home 
lighting consultant for an electric service com- 
pany. She visits the home of a typical Amer- 
ican family of four at the invitation of the 
mother. She suggests how the rooms can be 
much better lighted, for eye protection of 
Mother, Dad, and the two children, and for 
decoration as well, by rearranging existing 
lighting equipment and by installation of some 
new lighting effects. 

Prints of the 30-minute film are available 





MM arlin Firearms Industrial Division 
brings to Public Utility Companies a 
Tested and Tailored Method of Improv- 
ing Daily Contacts between Employees 
and the Public. 


Today, more than ever before, Manage- 
ment needs to communicate its aims, 
policies, problems and leadership to its 


workers in a manner which will be favo 
ably received and acted upon construg 
tively. 


Leading Electric Light and Power, Gas an 
Water Companies coast-to-coast are profi 
ably using the medium supplied by Mat 
lin to secure both of these desired objed 
tives. Some of the users are: 


INDIANA SERVICE CORP., FT. WAYNE 
MICHIGAN CONSOL. GAS, DETROIT 
NEW YORK & RICHMOND GAS, NEW YORK 
NEW YORK POWER & LIGHT, (3) 
PACIFIC POWER & LIGHT, YAKIMA 
SEATTLE GAS COMPANY, SEATTLE 
SOUTH CALIFORNIA EDISON COMPANY, LOS ANGELES 
STATEN ISLAND EDISON COMPANY, STATEN ISLAND 


For Complete Details write 
PUBLIC UTILITIES SECTION 


li 4 ad 4 
MELELTI Uist 


INDUSTRIAL DIVISION MARLIN FIREARMS 


85 Willow Street 
New Haven, Conn. 
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‘IS BUILT INTO 


MICA 
CAPACITORS 


* The many processes that are required in pro- 
ducing SANGAMO MICA CAPACITORS in- 
volve numerous critical operations. Some of these 
are MICA SPLITTING, MICA GAUGING, 
MICA PUNCHING, MICA INSPECTION, and 
CAPACITOR STACKING. 


*% To achieve EXCELLENCE, a well planned, 
effective quality control is maintained every step 
of the way. Skilled operators have the most mod- 
ern mechanical equipment with which to work. 
This, together with competent supervision, has 
enabled SANGAMO to play an important part 
in meeting the heavy and exacting requirements 
of wartime America. 


* The complete line of SAN- 
GAMO MICA CAPACITORS 
merits every confidence of the 
most exacting user of Capacitors. 


SANGAMO ELECTRIC COMPANY 7.130" 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more ‘bolts. 


L-M Elbows, with compression units 
ving a dependable grip on both con- 
—, Also Straight Connectors and 
Tees with same con- 

tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Type Straight Connectors 
educers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sieeve type _ terminals, 
screw type, shrink fit, etc. etc. 


= Ga 


Spli Sleeves, Figure 8 and Oval, seamless tub- 
ing—a split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


COonoDUCTOR ee ee 2 ee 





for private inspection to utility executives at 
each of the nine Westinghouse lamp district 
headquarters offices. They are located in New 
York, Boston, Chicago, Philadelphia, Pitts. 
burgh, St. Louis, San Francisco, Atlanta, and 
Washington, D. C. 
—- 

Janitrol Sales Representative 

Appointed 


M285 H. CumMInGs has been appointed 
sales representative in the South Bend, 
Indiana, territory for Janitrol gas-fired heat- 
ing equipment, Surface-Combustion Corpora- 
tion, Toledo, Ohio, manufacturer of the 
equipment, announces. 

Mr. Cummings was formerly in the space 
heating sales department of the Northern In- 
diana Public Service Company at South Bend. 


Companies Adopt National 
Pricing Policy on Appliances 
sp. General Electric Company is the first 

manufacturer of a complete line of house- 
hold electrical appliances to adopt a national 
pricing policy on all its appliance products, ac- 
cording to a recent announcement. 

In announcing this policy, C. R. Pritchard, 
general sales manager of the company’s ap- 
pliance and merchandise department, said that 
from now on, each G-E major and small appli- 
ance will be sold at the same price to consum- 
ers in every part of the United States. 

Prior to the war, the company maintained 
a national-delivered-one-price policy on small 
appliances such as irons, fans, toasters, and 
roasters. This advertised price policy is now 
being extended in order to give the public the 
same advantage on all G-E home appliances— 
on refrigerators, home freezers, ranges, water 
heaters, washers, dryers, ironers, dishwashers, 
and disposalls, as well. 

The new General Electric prices will include 
the cost of delivery and Federal excise tax, 
but because state and local taxes vary so widely 
these are of necessity excluded from the na- 
tional prices. And because installation costs of 
ranges and water heaters also vary in different 
localities, the national prices on these appli- 
ances are exclusive of installation. 

Edison General Electric (Hotpoint) Appli- 
ance Co. also announced recently a nationwide 
pricing policy by which all of its appliances 
would be delivered to consumers in Chicago, 
New York, or San Francisco at a uniform 
price, instead of the formerly practiced f.o.b. 
factory policy. 

The new policy covers refrigerators, home 
freezers, washing machines, ironers, dryers, 
dishwashes, disposalls, metal cabinets, ranges, 
and water heaters, according to Ward R. 
Schafer, vice president. 

Mr. Schafer noted that changes in wiring on 
customers’ premises, where necessary, could 
not be included -in the nationally advertised 
prices, but the otherwise total price of each 
appliance would be national, and advertise- 
ments showing that were now in preparation. 

(Cont'd. on page 42) 
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FOR YOUR 
POSTWAR METERS 


‘REGISTER 
FITS THE TRIDENT 


HINK what this means in terms of saving money 

and labor. Using Tridents, you haven’t spent dol- 
lars or wasted space on a large and varied stock of 
Registers of different types and vintages. The man at 
the bench simply picks any Trident Register from a 
small stock . . . no time wasted searching . . . no error in 
selecting . . . quicker repairs . . . better testing. For any 
Trident Register is interchangeable with any other 


Trident Register made for a given size Trident Disc 


Meter. The same principle applies to the Trident Gear 


Train and Disc Chamber. Reduced parts-cost is only 
one of many results of Trident Interchangeability. 
NEPTUNE METER COMPANY « $0 West 50th Street’ New York 20, N.Y. 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON.* 
Neprune 
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Above—Typical B&W Inte- 
gral-Furnace Boiler ar- 
ranged for Multi-Fuel Fir- ons cust SECONDARY- AIR INLET 
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with ONE Burner 


No need for converting and then re-converting .. . 
or equipping boilers with separate burners for 
using coal, oil, and gaseous fuels together, or when 
any one fuel becomes scarce. Changing conditions 
in fuel needs and availability can always be met 
when your boilers are equipped with the .. . 


B&W MULTI-FUEL CIRCULAR BURNER 
for Pulverized Coal, Oil, and Gas 


This burner provides in ONE compact 
unit the features of the B&W Combina- 
tion Oil and Gas Burner and those of the 
B&W Circular Burner that is so widely 
used for pulverized fuels. This combina- 
tion, properly co-ordinated with furnace 
) and boiler design, provides a wide lati- 
tude in choice of fuels:—all grades of 


coal and petroleum coke in pulverized 
form, oil, and gas. These may be burned 
singly or in any desired combination. 
High combustion efficiency with any fuel 
is assured through turbulent mixing of 
fuel and air. Let Babcock & Wilcox en- 
gineers explain how this equipment can 
simplify your fuel-burning problems. 


‘Send for Bulletin G-20 A describing 
this B&W Multi-Fuel Burner and the 
B&W Combination Oil & Gas Burner. 


ie 
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American Stove Sets Forth 


Reconversion Problems 


A* interesting and informative discussion of 
the American Stove Company's recon- 
version problems and the shifting of its post- 
war sales plans into high gear is featured in 
the current issue of the “Magic Chef” maga- 
zine a publication circulated among the firm’s 
utility and dealer accounts. 

The article on reconversion was written by 
Arthur Stockstrom, president. The discussion 
of the company’s sales program appears under 
the by-line of S. E. Little, vice president in 
charge of sales. 

Mr. Stockstrom points out that reconversion 
of plants to normal peacetime production is not 
as simple as it might appear at a casual glance 
and that the task in many respects will be 
much greater than conversion to wartime pro- 
duction. The reason is that every company 
must produce far more goods than prewar if 
they are to provide the jobs necessary to sup- 
port a sound peacetime economy and make 
possible a greater standard of living. 

Mr. Little’s remarks explain why the corm- 
pany was unable to make enough stoves to 
meet the wartime demand, due to production 
for the armed forces, and points out that a 
special effort is being made to make sure all 
customers get their just share of the ranges 
American Stove Company is now able to pro- 
duce. 

The article outlines a voluntary rationing 
system which has been set up. All of their 
present production is allocated to their various 
sales divisions on the basis of their 1941 sales 
and each division will make shipments to their 
customers on a similar basis. Prewar accounts 
come first in allocating our production. 

Mr. Little stated that for the time being the 
Magic Chef line will consist of the more pop- 
ular models of the prewar line and in the var- 
ious price brackets. 


Automatic Blanket Off-peak 
Load Builder 


to AL ELEctric’s new automatic blanket 
is one of the best off-peak load builders the 
electrical industry has yet developed, according 
to J. E. McCarthy, sales manager of G-E’s 
automatic blanket section. 

Quoting a new General Electric booklet, 
“When the Lights Go Off,” that has recently 
been mailed to electric utility companies, he 
points out that, based on national averages 
over seven-months usage periods, the average 
annual consumption of every single automatic 
blanket sold and put into service is 119 kilo- 
watt-hours, 

Two automatic blankets equal the load of 
one electric refrigerator. Based on EEI aver- 
ages, they will increase load by 22 per cent in 
the average home. 

The new General Electric booklet contains 
suggested advertisements, —s pieces, and 
publicity releases to be used by power com- 
panies in promoting automatic blankets to their 
customers. 


$$ 





Method Devised for Reducing 
Wrong-number Phone Calls 


HE more frequent publication of company 

telephone directories can bring about large 
savings in time and money, a recent analysis 
completed by The Addressograph-Multigraph 
Corporation discloses. 

The analysis points out, for example, that 
if a company averages only one telephone 
change per day, at least three nonproductive 
calls or wrong numbers will occur every, day. 
On this basis, by the 25th day of changes after 
a plant directory’ s publication, 75 useless or 
nonproductive calls have been made. These 
constant changes can cause as many as 975 use- 
less calls a month and the figures pyramid until 
at the end of three months’ the total reaches 
8,550 wrong numbers called. 

If the company that made these changes had 
revised and republished its company telephone 
directory every month during that period, only 
975 wseless calls would have occurred each 
month. That would have saved 5,625 “wrong- 
number” calls during the second and third 
months. Estimating the cost of these calls at 
four cents each, a saving of $103 per month 
could have resulted from monthly revision of 
its directory, the analysis shows. 

A method of frequent revision of plant and 
office telephone directories recommended by 
Addressograph-Multigraph calls for the com- 
pilation and maintenance of an Addressograph 
plate file on which is embossed the name of 
each employe, his telephone extension number, 
and other data. Such a file can be kept up to 
date by simply changing plates. 

When the directory is to be issued, the lists 
are written by Addressograph on Systemat 
or Duplimat Masters and the required number 
of copies run on a Multilith Duplicator. 

It is claimed that by this method, the phone 
directory of a firm employing 1,000 people 
can be brought up to date and issued in an hour 
or less at very low cost. 


‘Hints on Lighting Maintenance’ 


EGULAR and thorough maintenance of a 
street lighting system equals in mepertence 
correct design of equipment and careful plan- 
ning of installation, according to a new booklet 
“Hints on Lighting Maintenance,” announced 
by the lighting division of the Westinghouse 
Electric Corporation. 

The new 24-page booklet outlines simple 
maintenance procedures that will result in 
maximum utilization of the street lighting sys- 
tem. Suggestions for planning a cleaning 
schedule are followed by methods of cleaning, 
and a listing of available cleaning powders and 
their manufacturers. 

The new booklet lists specific points to be 
checked on luminaires, regulators, switches, 
and relays at each regular inspection. Mainte- 
nance check charts for quick reference are also 
included in the booklet. 

Copies of booklet B-3455, “Hints on Street 
Lighting Maintenance” may be secured from 
Westinghouse Electric Corporation, Box 868, 
Pittsburgh 30, Pennsylvania. 
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The PITTSBURGH-EMPIRE Com 
pound, while new to most, has a back- 
ground of several years of field experience 
on actual services. Early in the develop- 
ment, many of these meters were built and 
shipped to water departments located in 
all sections of the country. Superintendents 
were asked to install them on their tough- 
est services. A number of these meters have 
now measured over a million gallons. 
Reports from those using them have been 
uniformly enthusiastic. The PITTS- 
BURGH-EMPIRE Compound is now ready 
for you. Learn alf about this daringly 
different design and its many advantages. 
Ask for literature. 






he lists 
stemat 
um ber 
r. 

. phone 
people 
n hour 
























Patent 
Application 
Made 







ance’ 


. of a 
ortance 
1 plan- 
booklet 
ounced 
ghouse 












simple 
sult in 
ng sys- 
leaning 
eaning, 
ers and 





PITTSBURGH EQUITABLE METER CO. 
Atiente MERCO NORDSTROM VALVE CO. Les Angeles Boston 
Pittsburgh Tulse Mein Offices, PITTSBURGH, PA. Seattle Chicego 

Kenses City Francisco New York 
National Meter Division, Brooktyn, N.Y. 
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PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, d2sign, and construction. > > » 





Tae American Arprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
ond other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








osox OTD, Bacon « Davis, nc. nace case 


CONSTRUCTION APPRAISALS 


Engineers 
VALUATIONS AND REPORTS 
PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, . Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention. 














FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 
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Engineers WILLIAM S. LEFFLER = Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Noreten, Connecticut 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “<- Washington, D. C. 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Vaiuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC. UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
New York Sen Frencisce 





Chicage 
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Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Iindustrials 
Studies—R eports—Design—Supervisios ' 
Chicago 3, lil. 

















STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON « NEWYORK « CHICAGO + HOUSTON « PITTSBURGH 
SAN FRANCISCO « LOS ANGELES 











— Oo 
— || 9 





WELSBACH ENGINEERING and MANAGEMENT CORPORATION ; 
Utility Appraisals + Engineering » Construction + Street Lighting Maintenance 


Consultants on All Phases Utility Operations 
ap General Office: 1500 Walnut St., Philadelphia 2 

The J.G. WHITE ENGINEERING CORPORATION 

Design—Construction—Reports—A ppraisals 

Consulting Engineering | 














80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
Consulting Engineers 


Water, e and Industrial Waste Problems 

Airfields, R ~ Incinerators & Power Plants 
ndustrial Buildings 

City Finale” Reports 
giabeelion’ 


1520 Locust Street Philadelphia 2 


Valuations 


BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public ye Valuati Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 
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W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxuicaco 








JACKSON & MORELAND 


A. S. SCHULMAN ELEctTric Co. 











ENGINEERS Contractors 
rans a alee TRANSMISSION LinrS—UNperGRoUND Distri- 
DESIGN AND SUPERVISION VALUATIONS BUTION — Power STATION — INDUSTRIAL — 
ECONOMIC AND OPERATING REPORTS CoMMERCIAL INSTALLATIONS 
BOSTON NEW YORK 537 SoutH Degarsorn St. Cricaco 
JENSEN, BOWEN & FARRELL MANFRED K. TOEPPEN 
’ , ENGINEER 
Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 





CoNSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS . 
VALUATION, DEPRECIATION AND Rate 

MATTERS 








261 Broadway New York 7, N. Y. 





DAVEY TREE TRIMMING SERVICE 


1846 1923 





JOHN DAVEY 
Founder of Tree Surgery 


DAVEY 


TREE TRIMMING 
FOR 


Linge CLEARANCE 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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SL ACTIVATED’ 

Vv. a 
a4p-1* 


| =Profidable Results , 


Because you get maximum sulphur removel per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 

For more information about its remerkeble 
record, just write a note on your letterhead te 


E. J. LAVINO AND COMPANY 





1528 Walnut St., Philadelphia 2, Pa. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 7 
*Addressograph-Multigraph Corp. Keeney Publishing Company 
Albright & Friel, Inc., Engineers Kinnear Manufacturing Company, The ... 
Americtn Appraisal Company, The *Kuhiman Electric Company 


Babcock & Wilcox Company, The 

*Baldwin Locomotive Works, The Lavino, E. J., and Company 

Barber Gas Burner Company, The Lefer, William S., Engineers .......... 

Barker & Wheeler, Engineers Loeb and Eames, Engineers 

Black & Veatch, Consulting Engineers Lucas & Luick, Engineers ...............0. om 
Blaw-Knox Division of Blaw-Knox Company j 
Burroughs Adding Machine Co. 


L 


Mein, Chas. T., Ime. ..cccccccccccccccess coool 
c Manning, J. H., & Company, Engineers ........._ 
Carpenter Manufacturing Company Marlin Industrial Division 3 
Carter, Earl L., C iting Engi 
Cleveland Trencher Co., The Merco Nordstrom Valve Company 
*Combustion Engineering Company, Inc. Mercoid Corporation, The 
*Consolidated Steel Corp., Lid. .............5. 
*Coxhead, Ralph C., Corporation 
Crescent Insulated Wire & Cable Co., Inc. ... 
*Cummins Business Machine Division Neptune Meter Company 
Newport News Shipbuilding & Dry 





D 
Davey Compressor Company P 
Davey Tree Expert Company Pennsylvania Transformer Company 
Day & Zimmermann, Inc., Engineers Penn-Union Electric Corp. 

Pittsburgh Equitable Meter Company ........... | 

a Public Utility Engineering & Service Corporation | 
Egry Register Company, The 
Electric Storage Battery Company, The R 
Electrical Testing Laboratories, Inc. ........... 
Elliott Company Railway & Industrial Engineering Company 
Recording & Statistical Corp. .......--++++++% " 
Remington Rand Inc. ......--. eee eee ecence wee 
Ridge Tool Company, The 


Ford, Bac & Devis, inc., i 
cele Yap pea ete Riley Stoker Corporation 


*Ford Motor Company 
*Foster Wheeler Corporation 


Sanderson & Porter, Engineers 
Ger Wood Industries, Inc. Sangamo Electric Company 


General Electric Company Sergent & Lundy, Engineers 
Gilbert A jates, Inc., 44 Schulman, A. S., Electric Co., Contractors 


Gilman, W. C., & Comp Ena Stone & Webster Engineering Corporation .... 
Grinnell Company, Inc. 








T 


Toeppen, Manfred K., ‘Engineer 


Harris, Frederic R., Inc. 
Vv 
International Horvester Company, Inc. Vulcan Soot Blower Corp. .....-.--.+-+ee0008 4 
j ” 


Jackson & Moreland, Engineers Welsbach Engineering and Management 
Jensen, Bowen & Farrell, Engineers ..........-. 47 §«-§»§$Ee SW POFGPION .. 1. ee eee ecerecrene eontesest 
Johns-Manville White, J. G., 


*Fortnightly advertisers not in this issue. 
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3 with these Yo Wy 


JINDERGROUND apie 
CABLEWAYS 


hese 5 advantages of 
TRANSITE DUCTS 
ssure low maintenance 


ynently smooth bore...long cable 
d replacements are made easy. Danger 
ge to cables is minimized. 


y and quickly installed...long, light- 
engths and simple assembly method 
apid, economical installation. 


yanic...made of asbestos and cement 
ssed under great pressure. This pro- 
rmanence and strength... makes these 
mune to rust and rot. 





ne to electrolysis... being entirely 





c and non-metallic, Johns-Manville 
Ducts are not affected by electrolysis 
nic action. 





bustible...won’t contribute to the 
n of dangerous smoke, gases, or 
burnouts do occur, these inorganic 
ovide maximum protection to adja- 


les and permit easy removal of dam- 
TRANSITE KORDUCT above—for installation in concrete. 
Thinner-walled but otherwise identical with Conduit. 
plete details on jJ-M Transite Ducts, TRANSITE CONDUIT—for exposed work and for use un- 
Data Book DS-410, Johns-Manville, derground without a concrete encasement. 


Oth Street, New York, N. Y. 


s-Manville /- 
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Today, industrial electtonics is opening new opporrunifl 
for load-building electrification, Management is lookin; 
electronics as a key tg greater productivity. Industrial pcoy 


—from top management down—are hungry for informatig 
about its peacetime applications. 


bit 


Now your power-Sales staff can move into a position of u > 
the-minute leadership in this field. By means of this new, 
ing-slidefilm course, they can be trained to give practical ass 
ance to customers—to understand the problemsand talk thelj 
guage of electronics, as applied to hundreds of industria! task 

In addition, you can use this course to bring together ing 


These Are the 12 Subjects of Indi- 


vidual Films and Lesson Books 


. Harnessing the Electron 

. Electronic Tubes as Rectifiers 

. Grid Control of Electronic Tubes 

Fundamentals of Electricity, Part | 

. Fundamentals of Electricity, Part Il 

. Electronic Relay Systems 

« Electronic Rectifier Equipment 

. Thy-mo-trol (Thyratron Motor Con- 
trol) Drive 

. Electronic Control of A-c Power 

. Electronic Frequency Changing 

. Photoelectric Systems 

. Electronics, Today and Tomorrow 


eeee @200060668686 
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structive sessions the ‘ehgifeers and ¢ 
trical men whose good wilFameans the 
to you in the plants of youtcustomers. 
Visualized for easy understanditig, 

by non-technical people; the course is 
“packaged” that sessions cam be conduc 
easily by ‘‘home-talent’’ instructors. | 
comes complete with 12° slidefilms - 
records, 300, review books, an instruct 
manual, and-carrying case. Price of thi 
kits (offering No. 3 in the More Power 
America, program) is $100. Just: call ye 
local: G-E office or send order direct 
et ge Dept., See. 301-123, Genew 
Electric Company, Schenectady 5, N. 


This co-operative long-range: plan to accelerate further elec- ‘ 
trification of industry and farming is now moving forward on 


three fronts: 
Dexzens of utilities ore furthering 








electronic heating, ond industriel 


ENERAL 


more effectively. t Seastarly siaglaghil a 
if you want more information on “More Power to America,” call your local G-E represeniative. 


ELECTRIO== 
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